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The President and the Members of the European Commission to the President of
the European Parliament

Sir,

We have the honour to present the General Report on the Activities of the Euro-
pean Union for 1998, which the Commission is required to publish by Article 156
of the EC Treaty, Article 17 of the ECSC Treaty and Article 125 of the EAEC

Treaty.

In accordance with the procedure described in the declaration on the system for
fixing Community farm prices contained in the Accession Documents of 22 January
1972, the Commission will shortly be sending Parliament the 1998 Report on the
Agricultural Situation in the European Union.

And, in accordance with an undertaking given to Parliament on 7 June 1971, the
Commission is preparing its Twenty-eighth Annual Report on Competition Policy.

Please accept, Sit, the expression of our highest consideration.

Brussels, 9 February 1999
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NOTE

Legislative instruments under the co-decision procedure are mentioned in the
Report followed by ‘{Table 1. Instruments under the consultation and cooperation
procedures are followed by ‘(Table Il)'. International agreements are followed by
(Table ll)'. No footnotes are given for these instruments, which are listed in three
separate tables annexed to the Report. The relevant references (OJ, COM, Bull.) for
all the stages of the legislative procedure concerning each instrument, together with
the appropriate point numbers in text, are given in the tables.

As a rule, no references are given in text for intermediate stages of procedures
which started before 1 January 1998 and were not completed at 31 December 1998.
These references also appear in the tables.

Standardised abbreviations for the designation of certain monetary units:

ATS  Austrian schilling
BEF Belgian franc

DEM  German mark

DKK  Danish crown (krone)
ESP Spanish peseta

FIM Finnish markka

FRF French franc

GBP  pound sterling

GRD  Greek drachma

IEP Irish pound (punt)
ITL Italian lira

LUF Luxembourg franc
NLG  Dutch guilder

PTE Portuguese escudo
SEK  Swedish crown (krona)
USD  United States dollar
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The European Union in 1998

The historic decision to change over to the euro, implementation of the
European Union’s new strategy for employment, the legislative proposals
for Agenda 2000 and the launch of the process of enlarging the Euro-
pean Union were the highlights of 1998. The Union has assumed a new
role on the international stage. The year was also marked by the efforts
of the institutions to bring the Union closer to the people.

The Council, meeting at Heads of State or Government level, decided on
3 May that 11 Member States satisfied the conditions for adopting the
single currency on 1 January 1999. This decision marks the changeover
to the third stage of economic and monetary union in accordance with
the schedule laid down in the Treaty. The European Central Bank came
into being on 1 June, and the legal framework needed to introduce the
euro was completed, the high point coming on 31 December when the
Council set the fixed and irrevocable conversion rates between the
national currencies of the 11 Member States participating in the euro.

Supported by the constant progress achieved by the Member States in
economic convergence (sound public finances, very low inflation,
exchange rate stability) and the mechanisms for closer coordination of
economic policies put in place as part of the preparation for the euro,
economic and monetary union has made the European Union a centre
of stability and largely spared it the effects of the financial crises which
affected several regions of the world in 1998.

By strengthening Europe’s capacity to promote growth and employment,
the single currency increases the need to go even further in the coordi-
nation of economic policies and to implement a genuine European
employment strategy. Appreciable progress was made on this front in
1998, with the Member States drawing up for the first time national
action plans to implement the guidelines for employment adopted in
1997, while the Commission presented a number of important policy
documents in this area. When approving the guidelines for employment
for 1999, the Vienna European Council stressed the need to strengthen
this process still further, setting verifiable target figures and deadlines
and putting in place common indicators and a coberent statistical basis,

GEN. REP. EU 1998



2 THE EUROPEAN UNION IN 1998

with a view to drawing up a European pact for employment with
increased involvement of the social partners.

The various Community policies were also harnessed to help create an
environment favourable to growth, competitiveness and employment.

Initiatives taken in social policy, particularly on the free movement of
workers, modernising the organisation of work, promoting the social
dialogue, and working time, are important elements in this European
strategy.

Investment is a key element in job creation. Measures adopted by the
Council and the Commission to provide financial assistance to innova-
tive, job-creating small and medium-sized businesses and to promote risk
capital, the implementation of the trans-Furopean networks and the
granting of loans by the European Investment Bank for job-creating
investment projects and in fields such as education, health and the urban
environment made an important contribution. The Commission sug-
gested that the Member States should increase the share of their budgets
devoted to public investment.

The raft of measures drawn up in 1997 to combat harmful tax compe-
tition and make tax structures more employment-friendly were put into
effect. Significant progress was made in implementing other aspects of
the action plan for the single market, relating in particular to the elimi-
nation of barriers to trade, intellectual property and financial services.
Liberalisation of the internal energy market continued, with the adop-
tion by Parliament and the Council of the directive on the internal mar-
ket in natural gas. 1998 was also the first year that the telecommuni-
cations market was fully opened up to competition.

The adoption by Parliament and the Council of the fifth framework pro-
gramme for research and technological development, which will cover all
the Union’s research activities until 2002, and which will mark a real
break with the previous programmes, both in its more concentrated and
more integrated approach and in its operation, makes an important con-
tribution to the development of the knowledge society and is a response
to the challenges that face European society today. In the fields of edu-
cation, vocational training and youth, essential factors for the promotion
of innovation, competitiveness, employment and social integration, the
Commission adopted its proposals for new Community programmes
(2000-04).

Translating into legislative form the broad lines of its ‘Agenda 2000°
communication, which is intended to give the Union more effective poli-
cies and to put in place an appropriate financial framework to imple-

GEN. REP. EU 1998



THE EUROPEAN UNION IN 1998 3

ment them, particularly with a view to the future enlargement, the Com-
mission presented a series of detailed proposals concerning agriculture,
the Structural Funds and the Cobesion Fund, trans-European networks,
pre-accession instruments and the financial perspective for the period
2000-06, and a report on the operation of the own resources system
and the possible options in this field. At its Cardiff and Vienna meet-
ings, the European Council, while stressing that Agenda 2000 formed a
whole which could be subject only to overall agreement, stated its deter-
mination to reach such agreement in March 1999, so that the formal
adoption of the texts could go through before June 1999. It stated its
wish that the reform of the Union’s policies should be accompanied by
a reform of its institutions, welcoming the “Tomorrow’s Commission’ ini-
tiative launched by the Commission. While agreeing that ratification of
the Amsterdam Treaty by the Member States should be completed as a
matter of priority (10 Member States ratified it in 1998), it stressed the
need to deal quickly with the institutional questions that had been left
pending by this Treaty, but which needed to be resolved before enlarge-
ment.

Following the decisions taken in December 1997 by the Luxembourg
European Council, the process of enlarging the European Union was
launched in March. The European Conference, bringing together the
Member States of the Union and the European countries which are eli-
gible to join and share its values and objectives, held its first meeting at
Heads of State or Government level, while the process of accession to
the European Union by the central European applicant countries and
Cyprus was opened by a ministerial meeting, and accession partnerships
with the countries of central Europe were established. The opening of
accession negotiations with Cyprus, Hungary, Poland, Estonia, the Czech
Republic and Slovenia was the subject of six separate bilateral ministe-
rial meetings, the negotiations on substance which started in November
already leading to the first concrete results. The Commission produced
the first regular reports on progress towards accession achieved by the
10 applicant countries of central Europe, Cyprus and Turkey. The Euro-
pean Union welcomed the reactivation of Malta’s application to join.

The launch of the enlargement process gives European integration a new
dimension, extending it across the whole continent. The European Union
also took on a new role on the international stage. By creating one of
the largest currency areas in the world, the introduction of the euro
gives it worldwide responsibilities. The European Council stressed the
need for Europe to speak with one voice, with appropriate representa-
tion for the euro area in bodies such as the G7 and the International
Monetary Fund, and to play a decisive role in strengthening the inter-
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4 THE EUROPEAN UNION IN 1998

national financial system. The Union’s role in the world will also be
strengthened when the provisions of the Treaty of Amsterdam on the
common foreign and security policy enter into force. The Vienna Euro-
pean Council accordingly called on the Council to draw up common
strategies for Russia first of all, then for Ukraine, the Mediterranean
region and the western Balkans, and stressed the need to strengthen
cooperation with the Western European Union and to appoint someone
with sufficient political standing as the CFSP High Representative as
soon as possible.

In 1998, the European Union and Switzerland successfully concluded
negotiations on a comprehensive, balanced set of sectoral agreements.
The European Union consolidated its partnership with the Mediterra-
nean countries and strengthened its links with the independent States of
the former Soviet Union, seeking to help Russia overcome its current
economic and financial difficulties. It launched a transatlantic economic
partnership with the United States, aimed at removing trade barriers and
pursuing multilateral liberalisation, and tightened its links with the coun-
tries of Latin America and Asia. The success of the second Asia-Europe
Summit, while the Union’s Asian partners were facing economic and
financial difficulties, demonstrated the solidity of the partnership created
with these countries. The Union opened negotiations with the ACP
countries with a view to drawing up a new partnership for development
agreement, which will replace the Lomé Convention from the year 2000.
It continued its endeavours to promote peace, notably in south-eastern
Europe, the Middle East and the Great Lakes region of Africa, human
rights and development. The Union offered improved trading conditions
to countries which respect international social and environmental stand-
ards and to the least advanced countries, adopted a common position on
buman rights, democratic principles, the rule of law and good govern-
ance in Africa, and took measures against a number of countries for
their failure to respect human rights. It continues to be the leading
humanitarian aid donor in the world.

To enhance the safety of Union citizens, the Vienna European Council
approved an action plan for implementing the provisions of the Treaty
of Amsterdam on an area of freedom, security and justice once it enters
into force. In this field, 1998 was marked by the entry into force of the
Europol Convention, by progress made in implementing the action pro-
gramme on the fight against organised crime approved in 1997 and by
the conclusion of a pre-accession agreement on organised crime between
the Member States and the applicant countries.
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The quality of life of its citizens was a thread common to various
strands of Union activities in 1998. In the field of environmental pro-
tection and the promotion of sustainable development, significant
progress was made in combating greenhouse gas emissions, atmospheric
pollution caused by motor vehicles, acidification and substances that
deplete the ozone layer. The continuation of efforts to achieve a more
environment-friendly distribution of traffic between the different modes
of transport, the empbhasis placed on environmental objectives, such as
the reduction of carbon dioxide emissions, in the new framework pro-
gramme for the energy sector, the place given to environmental protec-
tion in the agriculture section of Agenda 2000 and the new progress
achieved in fishery resource conservation, with the adoption of a regu-
lation prohibiting the use of drift nets, illustrate the ever greater extent
to which the environment is being incorporated into all the Commun-
ity’s policies. The Union’s activity in favour of consumers also saw
important legislative advances in 1998 with the adoption of directives on
the indication of the prices of products, injunctions and consumer credit.
In the field of public health, the creation of a network for monitoring
communicable diseases and the ban on advertising and sponsorship for
tobacco products were significant achievements.

Bringing the Union closer to the people means both achieving greater
openness and ensuring that decisions are taken at a level as close as
possible to the citizen. With this in mind the institutions of the Union
improved access to their documents and stepped up their information
activities, and also specified the conditions of implementation of the sub-
sidiarity and proportionality principles, which are legally binding and
must be fully respected.

In 1998, European integration acquired a new impetus. The single cur-
rency was launched. The coordination of the efforts made to promote
employment produced encouraging results. The enlargement process is
well under way. The Union must continue its efforts to serve its citizens.
It is in this spirit that the European Council designed a strategy for the
Union, the “Vienna strategy for Europe’, and it is in the same spirit that
the Union is approaching 1999.
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Agenda 2000

1. On 18 March, in parallel with the enlargement process (— points
795 et seq.), the Commission adopted detailed proposals translating into
legislation the guidelines presented in July 1997 in its communication
‘Agenda 2000 — For a stronger and wider Union’ ('). These proposals,
which are intended to implement the policy reforms proposed in Agenda
2000, fall into four main groups: agriculture; the Structural Funds and
the Cohesion Fund; pre-accession instruments; and the financial perspec-
tive for the period 2000-06, together with the interinstitutional agree-
ment on budgetary discipline. One of the proposals is also intended to
amend the financial regulation on trans-European networks. Together
with the proposals the Commission also presented a communication set-
ting out an overall view (2).

Agriculture (3)

2. The proposals adopted by the Commission on 18 March include
amended regulations on the common organisation of the market in cere-
als and other arable crops (Table II), beef and veal (Table II), milk
(Table II) and olive oil (Table II), a horizontal regulation laying down
common rules for direct support schemes (linking support to compliance
with environmental criteria, modulating aid relative to employment and
introducing a degressive formula for the highest aid payments) (Table II),
and changes to the EAGGF financing regulation (Table II). The Com-
mission also proposed a new regulation on rural development aid, the
financing of which would be split between the Guarantee Section of the
EAGGF for Objective 1 regions, and the Guidance Section for other
regions (Table II). On 16 July the Commission added a further proposal,

("} COM(97) 2000; 1997 General Report, points 29 to 44; Supplement 5/97 — Bull.

(%) COM(1998) 182; Bull. 3-1998, point 1.2.

(*} Detailed information on the various proposals is to be found in Section 20 (‘Agricultural
policy’) of Chapter IV (— points 547 to 555).
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8 AGENDA 2000 1

for a regulation on the common organisation of the market in wine

(Table II).

3. In their broad outlines these proposals, most of which are to take
effect in 2000, follow the prescription for further reform of the common
agricultural pohcy set out in Agenda 2000, with adjustments to take
account of the extensive consultations held by the Commission. In line
with Agenda 2000, the proposals provide for further reductions in mar-
ket support prices and an increase in direct aid for farmers in order to
make the EU’s agriculture more competitive on domestic and world mar-
kets, thereby reducing the risk of a recurrence of expensive and unsale-
able surpluses while avoiding over-compensation. Lower prices will ben-
efit consumers and leave more room for price differentiation in favour
of quality products, while a more market-orientated approach will pre-
pare the way for integration of new Member States and strengthen the
EU’s position in the coming WTO negotiating round. The Commission
also proposes that greater emphasis be placed on food safety and envi-
ronmental concerns; this is the principle of ‘eco-conditionality’ (intro-
duced by the proposal for a horizontal regulation). The proposed regu-
lation on rural development aid will bring together for the first time in
a single text all the provisions connected with the financing of rural
development measures by the EAGGF.

Structural Funds and Cohesion Fund (')

4. The proposals for new regulations on the Structural Funds and the
Cohesion Fund will provide the legal framework for support from these
funds in the next programming period (2000-06). They are based on the
three principles set out in Agenda 2000, namely concentration, simplifi-
cation and clarification of responsibilities. As well as a new framework
regulation embodying the general provisions applicable to all the funds
and reducing the number of objectives and Community initiatives to
three each (Table 1I), the Commission is proposing new ‘vertical’ regu-
lations for each of the four Funds (European Regional Development
Fund (Table II), European Social Fund (Table II), EAGGF-financed rural
development aid (— points 2 and 3) and the Financial Instrument for
Fisheries Guidance (Table II)), and two amendments to the regulation on
the Cohesion Fund (Table II).

(1) Detailed information on the various proposals is to be found in Section 11 (‘Economic and
social cohesion’) of Chapter IV (— points 348 to 354).
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5. The key elements of these proposals appear in the Agenda 2000
communication. The Commission is proposing that the total budget for
the structural and cohesion policies be held at 0.46 % of GNP during
the period 2000-06, i.e. EUR 287 billion (at 1999 prices). Of this
amount, about EUR 240 billion, including EUR 21 billion for the Cohe-
sion Fund, will be available in the present Member States (compared
with EUR 208 billion for 1993-99 on the same price basis). The remain-
ing EUR 47 billion will be for structural aid to new member countries
and applicant countries. This substantial commitment to the cohesion
policy will be further reinforced by concentrating resources on the poor-
est regions and those with the worst structural problems, particularly
unemployment. The aim is also to simplify the current procedures and
decentralise the decision-making process, which will be devolved wher-
ever possible to the authorities of the Member States and regions con-
cerned. This more decentralised approach entails increased responsibility
for monitoring and supervision of programmes at national and regional
level and actual implementation of financial adjustments where neces-
sary. In framing its proposals the Commission has drawn on the expe-
rience gained in recent years in improving financial management and
control under the SEM 2000 initiative (— points 1141 to 1144).

Trans-European networks (TENs)

6. The proposed amendment of the regulation on general rules for the
granting of Community financial aid in the sphere of trans-European
networks (Table II) is intended primarily to improve the financing of
TEN projects, making more use of multiannual programming in order to
facilitate public-private partnerships by making funding available for the
lifetime of a project and introducing risk-capital participation as a new
form of financing. It also raises the maximum rate of Community aid to
20 % in exceptional cases and gives an indication of the spending
needed, estimated at EUR $5.5 billion for the period 2000-06, including
some EUR 5 billion for transport networks.

Pre-accession instruments

7. The Commission adopted three proposals for regulations on pre-
accession aid, one setting up an instrument for structural policies for pre-
accession (ISPA) (Table II), a second establishing an agricultural pre-
accession instrument financed by the EAGGF (Table II) and a third
coordinating the three pre-accession aid instruments (the above two
instruments, plus the existing PHARE programme) (— points 812 to
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815), in order to avoid any duplication of effort (Table II). The meas-
ures to be taken under the three pre-accession aid instruments will be
incorporated, for the sake of consistency, in the accession partnerships
(— point 806) with each of the applicant countries. The total amount of
the pre-accession aid will be about EUR 3 billion a year for the period
2000-06 (i.e. over twice the amount available in 1999). The PHARE
programme will focus on accession by setting two priority aims endorsed
by the Luxembourg European Council ('): the strengthening of adminis-
trative and legal capacity (some 30 % of the total amount), and invest-
ment linked with the adoption and application of EU rules (about
70 %). The agricultural instrument will help modernise agriculture and
the food industries by improving processing, marketing and quality con-
trol and by providing aid for rural development; ISPA will provide sup-
port for the transport networks and environmental conservation.

Financial perspective and interinstitutional agreement

8. On 18 March the Commission presented a communication on the
establishment of a new financial perspective for the period 2000-06 (?), a
report on the implementation of the interinstitutional agreement on
budgetary discipline and proposals for renewal (*) and a report, accom-
panied by a proposal for a regulation (Table II), on the Guarantee Fund
for external actions (?).

9. The proposals for the financial perspective closely follow those in
Agenda 2000: the figures have changed only because they are presented
at 1999 prices rather than 1997 prices (°). As requested by the Luxem-
bourg European Council, the financial perspective is presented on the
basis of the current 15 Member States, leaving a sufficient margin to
finance enlargement, and is accompanied by a table showing an estimate
of the costs linked with enlargement and details of how they are to be
financed (°). The Commission considers that the amounts which should
be released in order to cope with the initial costs of enlargement during
the period 2000-06 still leave room for an ample contingency reserve
under the own resources ceiling (1.27 % of gross national product), tak-
ing into account the increase in the ceiling as a result of enlargement.

Bull. 12-1997, point 1.5 18.
COM(1998) 164; Bull. 3-1998, point 1.23.
COM(1998) 165; Bull. 3-1998, point 1.24.
COM(1998) 168; Bull. 3-1998, point 1.25.
The tables attached to the financial perspective proposals are to be found in Section 2 (‘Budg-
ets’) of Chapter VII (= point 982).
(¢) 1997 General Report, point 44; Bull. 12-1997, point 1.7 39.
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10. The report on implementation of the interinstitutional agreement
on budgetary discipline and improvement of the budgetary procedure
analyses the way in which the agreement has worked in practice since
1993 and suggests improvements which could be incorporated in a new
agreement, in particular the consolidation of all the interinstitutional
agreements on budgetary matters, which cover matters such as the clas-
sification of expenditure, respect for financial ceilings in legislation, the
need for a legal basis for items in the budget and the conciliation pro-
cess in the budgetary procedure ('). On 29 April the Commission formal-
ised its proposals in a draft agreement which it presented to the Council
and Parliament (?).

11. On the basis of a report on the operation of the regulation estab-
lishing the Guarantee Fund for external actions, the Commission also
proposed that the ‘provisioning rate’ for new loans be cut to 6 % and
the reserve reduced to EUR 150 million from the year 2000 in order to
maintain present lending capacity.

12, On 7 October the Commission added to these texts a report on
the operation of the own resources system, which puts forward various
options for financing the Community budget (— point 984).

The other institutions’ reactions

13. The Council conducted an initial examination of the proposals on
agriculture in May (3). In June the Cardiff European Council called on
the Council to intensify its work in order for agreement to be reached
on the package as a whole no later than March 1999.

14. In June and again in November, Parliament adopted resolutions on
the parts of Agenda 2000 concerning economic and social cohesion (%)
and agriculture (°). On cohesion, it approved the main options adopted
by the Commission. On agriculture, it called for the pricing and market
policy to be readjusted in favour of Mediterranean products (although it
considered the price reductions suggested by the Commission for cereals,
beef and veal and milk to be excessive) and pressed for downward

O] C331, 7.12.1993; Twenty-seventh General Report, points 1078 to 1080.
Bull. 3-1998, point L1.
Bull. 5-1998, point L1.
QOJ €210, 6.7.1998; Bull. 6-1998, point I1.5; O] C 379, 7.12.1998; Bull. 11-98, points L.3 and
L7.
()} O] €210, 6.7.1998; Bull. 6-1998, point 11.3; O] C 379, 7.12.1998; Bull. 11-1998, point 1.2.
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modulation of direct aid. Parliament also stressed the importance of
rural development policy and food policy.

15. The regulations on the organisation of the market in olive oil were
adopted by the Council on 20 July. The Economic and Social Committee
(in July and September) and the Committee of the Regions (in Septem-
ber and November) delivered their legislative opinions, while Parliament
delivered its opinion on first reading of the proposals concerning general
provisions on the Structural Funds, the ERDE, the ESF and the trans-
European networks in November. On 21 December the Council adopted
a common position on the TEN proposal (').

16. The Vienna European Council noted the progress made in the
negotiations (2). Pointing out that Agenda 2000 was a package on which
there had to be overall agreement, it reaffirmed its determination to
reach such an agreement at the European Council meeting scheduled to
take place in Brussels in March 1999, and hoped that the legislative
texts would be definitively adopted by June 1999.

(") For the exact situation regarding each procedure, see Table II (‘Legislation under the consul-
tation and cooperation procedure’) at the end of this Report.
(2) Bull. 12-1998.
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Chapter I

European Union citizenship

17. On 2 July the European Parliament adopted a resolution (') on the
second report from the Commission on citizenship of the Union (2). Par-
liament stressed that Union citizenship was a key factor in European
integration and, inter alia, called on Member States to ensure that the
free movement of persons was fully implemented and to improve the
information available on voting rights, the right to stand for election,
the right of petition and access to the Furopean Ombudsman.

Section 1

The right to free movement and residence

18. In a communication adopted on 1 July (3), the Commission set out
the initiatives it had taken or was intending to take to ensure follow-up
of the recommendations of the high-level panel on the free movement of
persons (*). The Commission also published, on 3 April (°), a third ()
communication concerning the information provided by Member States
on the visa regimes applicable to citizens of non-Member countries not
featured on the common list annexed to Council Regulation (EC)
No 2317/95 (7).

("} OJ C226, 20.7.1998; Bull. 7/8-1998, point 1.1.1.

(*)  COM(97) 230; 1997 General Report, point 45.

(*) COM(1998) 403; Bull. 7/8-1998, point 1.1.2.

(*) 1997 General Report, point 46.

(*)y O] C101, 3.4.1998.

(¢) Previous communications: O] C 379, 14.12.1996; O] C 180, 14.6.1997.

{(7) O] L234, 3.10.1995; 1995 General Report, point 3; 1997 General Report, point 47.
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Section 2

The right to vote and to stand for election

19. On 7 January the Commission adopted a report(') on the appli-
cation of Council Directive 93/109/EC on the right to vote and to stand
for election to the European Parliament(?). The report concerns the
1994 elections for the then 12 Member States, the September 1995 elec-
tions in Sweden and the October 1996 elections in Austria and Finland.
The Commission found that the directive had on the whole been satis-
factorily transposed by Member States and did not itself require amend-
ment, but that the citizens in question had made little use of their rights
under the directive and that the information given to citizens and the
exchange of information between Member States needed improvement.
The Commission also considered that, in view of the latest population
figures, Luxembourg should continue to be granted an exemption en-
abling it to apply a minimum residence requirement to the next elections
to the European Parliament in June 1999.

20. The transposition of Council Directive 94/80/EC of 19 December
1994, laying down detailed arrangements for the exercise of the right to
vote and to stand as a candidate in municipal elections by citizens of the
Union residing in a Member State of which they are not nationals (),
had been completed for all Member States except Belgium. In a judg-
ment delivered on 9 July, the Court of Justice censured this Member
State for its failure to fulfil its obligations under Article 14 of the direc-
tive ().

COM(97) 731; Bull. 1/2-1998, point 1.1.1.
O] L 329, 30.12.1993; Twenty-seventh General Report, point 15.
O] L 368, 31.12.1994; 1994 General Report, point 4.
Case C-323/97, [1998] ECR.
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Section 3

Right of petition and right of access to the
Ombudsman

21. On 16 July Parliament adopted a resolution on the deliberations of
its Committee on Petitions during the parliamentary year 1997/98 (1).
The Committee dealt with around 450 petitions, mainly relating to
social security, the environment, taxation, the free movement of persons
and the recognition of qualifications. The petitions with the highest
number of signatures (around 30 000 each) were concerned with geneti-
cally-modified foods and the construction of high-speed train lines in
Italy. The Commission was asked for an opinion on most of the peti-
tions examined, and it sent communications to Parliament on the vari-
ous cases concerned. In a number of cases petitioners’ wishes were met
as a result of action taken by the Commission and Parliament. The
Committee also modified its working procedures to speed up the process
of examining the petitions submitted to it.

22. Also on 16 July Parliament adopted a resolution (?) on the third
annual report (1997) (?) by the European Ombudsman, Mr Séderman.
Of the 1412 complaints received and examined by the Ombudsman in
1997, some 75 % fell outside the scope of his mandate. However, 196
complaints were deemed admissible and investigated further, including
163 cases concerning the Commission. The most frequent subjects of
complaint were the Commission’s recruitment policy, its policy on con-
tracts and its action on the environment, questions of openness and
access to documents, fraud and procurement procedures. The Ombuds-
man also launched an inquiry into the transparency of recruitment pro-
cedures, exercising his own power of initiative.

23. Likewise on 16 July Parliament passed a resolution (*) on the spe-
cial report presented to it by the Ombudsman in December 1997 and
published in February 1998 (°) following his own-initiative inquiry into
public access to documents held by the Community institutions and

bodies.

(') O] C292, 21.9.1998; Bull. 7/8-1998, point 1.1.3.

(3) O] €292, 21.9.1998: Bull. 7/8-1998, point 1.1.4.

(*) Report available on the Internet at the following address: http://www.euro-ombudsman.eu.int.
() O] C 292, 21.9.1998; Bull. 7/8-1998, point 1.1.5.

(%) O] C44, 10.2.1998; Bull. 1/2-1998, point 1.1.2.
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Chapter Il

Human rights and
fundamental freedoms

Section 1

General

24. On 10 December, to mark the 50th anniversary of the Universal
Declaration of Human Rights, the European Union adopted a declara-
tion in which it underlined the need to strengthen its capacity to achieve
its objectives on the protection and promotion of human rights through
concrete measures ('). The declaration was later endorsed by the Vienna
European Council ('). The Commission supported the creation of a Mas-
ter’s degree in human rights and democratisation, and the drafting of an
EU human rights agenda for the new millennium.

25. Parliament adopted a resolution on respect for human rights in the
European Union in the year 1996 on 17 February (). A similar resolu-
tion for 1997 was adopted on 17 December (). Among the issues
addressed were immigration and the right of asylum, racism and xeno-
phobia, economic, social, trade-union and cultural rights, equality
between women and men, the rights of people belonging to national
minorities, and children’s rights. Reaffirming every person’s right to the
freedom of expression, Parliament called on Member States to ratify the
European Charter for Regional and Minority Languages. On 17 Septem-
ber (°) it also called on the Member States to abolish discrimination
against homosexuals and lesbians and, on 17 December ('), to improve
prison conditions and make more use of alternative penalties.

(1) Bull. 12-1998.
() O] C80, 16.3.1998; Bull. 1/2-1998, point 1.2.3.
() OJ C313, 12.10.1998; Bull. 9-1998, point 1.1.3.
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Section 2

Racism and xenophobia

26. The management board of the European Monitoring Centre for
Racism and Xenophobia, set up in June 1997 ('), held its inaugural
meeting in Vienna in January and met twice again during the year,
appointing a director of the Centre and adopting its programme of
activities. The prime objective of the Centre, whose importance was
underlined by the Vienna European Council in December (%), is to pro-
vide the Community and its Member States with objective, reliable and
comparable data at European level on racism, xenophobia and anti-
Semitism with a view to improving the exchange of information and
experience. On 21 December the Council concluded a cooperation agree-
ment between the Centre and the Council of Europe (Table III).

27. On 25 March the Commission adopted a communication on an
action plan against racism (®) designed to pave the way for future ini-
tiatives to tackle racism at European level in the light of the entry into
force of the Treaty of Amsterdam, which contains new provisions on
non-discrimination (*). The plan has four main strands: adopting legisla-
tive initiatives on the basis of Article 13 of the Amsterdam Treaty, inte-
grating action against racism into Community policies and programmes,
developing and exchanging new models to combat racism and improving
information and communication. It follows a request by Parliament,
which called on 29 January (®) for the results of the European Year
against Racism (1997) (°) and related initiatives to be consolidated in an
action programme. It was endorsed by the Cardiff European Council in
June (7), the Economic and Social Committee on 10 September (8) and
Parliament on 18 December (2).

) 1997 General Report, point 57.
) Bull. 12-1998.
) COM(1998) 183; Bull. 3-1998, point 1.1.2.
} 1997 General Report, point 7.
) OJ C56, 23.2.1998; Bull. 1/2-1998, point 1.2.4.
) 1997 General Report, point 56.
) Bull. 6-1998, point 1.12, 43.
) OJ C407, 28.12.1998; Bull. 9-1998, point 1.1.1.
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Section 3

Trafficking in human beings

28. In a communication adopted on 20 May the Commission set out a
package of measures to combat violence against children, young people
and women (). These included proposals on the gathering and exchange
of relevant data, working with Europol (— point 967) on registers of
missing children and running information and awareness campaigns as
part of the European Year against Violence Towards Women (1999).
Building on the Daphne initiative (%), it also proposed a five-year Com-
munity action programme (covering the years 2000 to 2004) which
would be open to the 11 countries applying for EU membership and
would provide a legal basis for activities in this area (Table II).

29. On 9 December the Commission adopted a communication on fur-
ther actions in the fight against trafficking in women (3), which follows
on from the 1996 communication on the subject (*). On 5 October the
Council adopted conclusions on the fight against child pornography (°).
Further information on the steps taken in this field can be found in
Section 3 (‘Police and customs cooperation’) of Chapter VI

30. On 11 March Parliament adopted a resolution on International
Women’s Day and the violation of women’s rights () in which it
stressed the need to improve information for women on their fundamen-
tal human rights, in particular on the occasion of the European Year
against Violence Towards Women. It also rejected all forms of discrimi-
nation against women on the basis of religious doctrines or perceptions
and called on all Member States to prohibit the practice of sexual muti-
lation.

1y COM(1998) 335; Bull. 5-1998, point 1.1.1.

%) 1997 General Report, point 60.

) COM(1998) 726; Bull. 12-1998.

4 COM(96) 567; 1996 General Report, point 965.
3y Bull. 10-1998, point 1.1.1.

¢ 0] C104, 6.4. 1998; Bull. 3-1998, point 1.1.1.
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Section 4

Ethics in science and new technologies

31. The European Group on Ethics in Science and New Technologies
(EGE) set up by the Commission on 16 December 1997 (1), has replaced
the Group of Advisers on the Ethical Implications of Biotechnology
(1991-97). It has more members (12 instead of 9) and broader respon-
sibilities (‘science and new technologies’ instead of ‘biotechnology’), and
will examine all issues that it considers appropriate to address on its
own initiative. It can also be called upon to give an opinion not only by
the Commission, but also, and this is an innovation, by the Council or
the European Parliament.

32. The inaugural meeting of the EGE was held on 19 February in the
presence of Commission President Santer. After adopting its rules of pro-
cedure on 20 July, the EGE then delivered two opinions to the Com-
mission — on 21 July concerning the ethical aspects of human tissue
banks and on 23 November on the ethical implications of human
embryo research.

33. In a resolution adopted on 15 January (?), the European Parliament

advocated a universal and legally binding ban on the cloning of human
beings.

(") 1997 General Report, point 64.
(?) OJ C34, 2.2.1998; Bull. 1/2-1998, point 1.2.1.
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Section §

Outside the European Union

34. The European Union continued its policy of promoting the devel-
opment and consolidation of democracy and the rule of law and uni-
versal respect for human rights and fundamental freedoms. On 25 May
the Council adopted a common position on human rights, democratic
principles, the rule of law and good governance in Africa (— point 931)
and on 29 June it approved a document setting out the preconditions to
be met before the European Union would send observers to elections
(— point 668). Electoral observers were dispatched to a number of
countries that requested them, including Bosnia and Herzegovina, Cam-
bodia and Togo.

35. In the face of sustained serious violations of democratic principles
and human rights in many countries, the EU kept up its pressure on the
countries concerned through behind-the-scenes representations and state-
ments condemning such practices (— points 676 to 687). During its
monthly debates on human rights Parliament also commented on the
human rights situation in many countries ().

('} Afghanistan: O] C 313, 12.10.1998; Bull. 9-1998, point 1.1.5; Algeria: O) C 379, 7.12.1998;
Bull. 11-1998, point 1.1.2; Australia: O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.2.7; Belarus:
0] C80, 16.3.1998; Bull. 1/2-1998, point 1.2.8; Cambodia: O] C 313, 12.10.1998; Bull.
9-1998, point 1.1.6; Cameroon: O] C 138, 4.5.1998; Bull. 3-1998, point 1.1.1; Chad: OJ
C 210, 6.7.1998; Bull. 6-1998, point 1.2.5; Chile: Of C 80, 16.3.1998; Bull. 1/2-1998, point
1.2.9; China: O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.2.19; O] C 167, 1.6.1998; Bull.
5-1998, points 1.1.5 and 1.1.6; Colombia: OJ C 104, 6.4.1998; Bull. 3-1998, point 1.1.3; O]
C167, 1.6.1998; Bull. 5-1998, point 1.1.7; Congo (Brazzaville): O] C 104, 6.4.1998; Bull.
3-1998, point 1.1.4; Congo (Democratic Republic): O] C 34, 2.2.1998; Bull. 1/2-1998, point
1.2.17; OJ C 80, 16.3.1998; Bull. 1/2-1998, point 1.2.18; El Salvador: O] C 313, 12.10.1998;
Bull. 9-1998, point 1.1.9; Equatorial Guinea: O] C 210, 6.7.1998; Bull. 6-1998, point 1.2.2;
Former Yugoslav Republic of Macedonia: Bull. 12-1998; Georgia: O] C 292, 21.9.1998; Bull.
7/8-1998, point 1.2.1; Guatemala: O] C 167, 1.6.1998; Bull. 5-1998, point 1.1.8; Guinea-Bis-
sau: O] €210, 16.7.1998; Bull. 6-1998, point 1.2.1; O] C292, 21.9.1998; Bull. 7/8-1998,
point 1.2.2; Indonesia: O C210, 6.7.1998; Bull. 6-1998, point 1.2.3; Iran: O] C 80,
16.3.1998; Bull. 1/2-1998, point 1.2.11; Bull. 12-1998; Jamaica: O] C 104, 6.4.1998; Bull.
3-1998, point 1.1.5; Kenya: O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.2.12; Mauritania: O]
C 80, 16.3.1998; Bull. 1/2-1998, point 1.2.13; Myanmar: O] C 80, 16.3.1998; Bull. 1/2-1998,
point 1.2.14; OJ C 167, 1.6.1998; Bull. 5-1998, point 1.1.9; O] C 292, 21.9.1998; Bull. 7/8-
1998, point 1.2.3; O] C 313, 12.10.1998; Bull. 9-1998, point 1.1.7; Nicaragua: O] C 104,
6.4.1998; Bull. 1/2-1998, point 1.1.6; Nigeria: O] C 80, 16.3.1998; Bull. 1/2-1998, point
1.2.15; North Korea: O] C 104, 6.4.1998; Bull. 3-1998, point 1.1.8; Pakistan: Q] C210,
6.7.1998; Bull. 6-1998, point 1.2.4; Bull. 12-1998; Palestinian Territories: O] C 313,
12.10.1998; Bull. 9-1998, point 1.1.4; Philippines: OJ C 313, 12.10.1998; Bull. 9-1998, point
1.1.8; Russia: Of C 34, 2.2.1998; Bull. 1/2-1998, point 1.2.20; O] C 379, 7.12.1998; Bull.
11-1998, point 1.1.4; South-east Asia: O] C 167, 1.6.1998; Bull. 5-1998, point 1.1.4; South
Korea: O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.2.16; Sudan: O] C 292, 21.9.1998; Bull.
7/8-1998, point 1.2.5; O] C 313, 12.10.1998; Bull. 9-1998, point 1.1.10; Bull. 12-1998; Syria:
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36. The importance attached by the European Union to democratic
principles and human rights was also reflected in its contribution to the
deliberations of various international organisations and forums, including
the United Nations General Assembly, the UN Commission on Human
Rights, the conference on the human dimension of the Organisation for
Security and Cooperation in Europe, the Council of Europe and the
Rome diplomatic conference on the setting-up of an International Crimi-
nal Court.

37. Intensifying its international campaign against the death penalty, an
integral part of its human rights policy, the EU issued a statement on 29
June outlining a concerted programme of démarches on the subject of
capital punishment it intended to make in international forums and to
non-member countries (1).

38. On 17 December (?) Parliament adopted resolutions on human
rights in the world in 1997 and 1998 and European Union human
rights policy and on the Commission’s 1995 communication on the
external dimension of human rights policy (3). Other Parliament resolu-
tions concerned the abolition of the death penalty (%), the International
Criminal Court (%), the work of the UN Commission on Human
Rights (°), the return of the property of holocaust victims (7) and child
soldiers.

The Sakharov prize for freedom of the spirit was awarded by the Presi-
dent of Parliament on 16 December to the Kosovo Albanian leader, Mr
Ibrahim Rugova (2).

39. The Commission committed ECU 86.1 million in 1998 under
Chapter B7-70 of the Community budget (European initiative for
democracy and the protection of human rights). Financing under this
chapter, suspended following a ruling of the Court of Justice on 12 May

0] C 104, 6.4.1998; Bull. 3-1998, point 1.1.9; Togo: O] €292, 21.9.1998; Bull. 7/8-1998,
point 1.2.6; Turkey: O] C 138, 4.5.1998; Bull. 4-1998, point 1.1.3; O] C 167, 1.6.1998; Bull
5-1998, point 1.1.11; OJ C 379, 7.12.1998; Bull. 11-1998, points 1.1.5 and 1.1.6; United
States: O] C 34, 2.2.1998; Bull. 1/2-1998, poinc 1.2.10; O] C 138, 4.5.1998; Bull. 4-1998,
point 1.1.2; Vietnam: O] C 292, 21.9.1998; Bull. 7/8-1998, point 1.2.7; Yugoslavia (Federal
Republic) OJ C 379, 7.12.1998; Bull. 11-1998, point 1.1.3.

(1) Bull. 6-1998, point 1.4.30.

(*) Bull. 12-1998.

(?) COM(95) 567; 1995 General Report, point 76; Supplement 3/95 — Bull.

(*) O] C210, 6.7.1998; Bull. 6-1998, point 1.2.6; Bull. 12-1998.

(*) 0] C104, 6.4.1998; Bull. 3-1998, point 1.1.10; O] €210, 6.7.1998; Bull. 6-1998, point 1.2.8;
OJ €379, 7.12.1998; Bull. 11-1998, point 1.1.7.

{°} O] C 80, 16.3.1998; Bull. 1/2-1998, point 1.2.21.

(") OJ €292, 21.9.1998; Bull. 7/8-1998, point 1.2.8.
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(— point 1062), resumed after the interinstitutional agreement on the
legal bases (— point 1033). On 3 December Parliament adopted a reso-
lution on the management and funding of the initiative (1).

() OJ C398, 21.12.1998; Bull. 12-1998.
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Chapter |V

The Community economic and
soclal area

Section 1

Economic and monetary policy

Priority activities and objectives

40. The Council, meeting at the level of Heads of State or Govern-
ment, decided on 3 May that 11 Member States fulfilled the necessary
conditions for the adoption of the single currency on 1 January 1999,
Hailed as a bistoric step by all the Heads of State or Government, this
decision marks the accomplishment of economic and monetary union in
accordance with the timetable set out in the Treaty. The European Cen-
tral Bank thus came into being on 1 June 1998, when the decisions
appointing the members of its Executive Board took effect. The legisla-
tive environment necessary for the introduction of the euro was also
supplemented with the adoption of various instruments relating, among
other things, to the legal framework for the euro, the denominations and
technical specifications of euro coins, and the powers of the European
Central Bank. The adoption by the Council of the fixed and irrevocable
conversion rates between the national currencies of the 11 participating
Member States and the euro on 31 December was the last major piece
of legislation prior to the actual launch of the single currency.

The year was also marked by the economic and financial crises which
affected several regions of the world, in particular south-east Asia and
Russia. These upheavals did not prevent the European Union from
enjoying economic growth and stability. In this regard, the stabilising
effect of the euro was evident even before its introduction.
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26 THE COMMUNITY ECONOMIC AND SOCIAL AREA Iv-1

Economic situation

41. The year saw both a strengthening and a rebalancing of economic
activity in the European Union. According to the Commission’s autumn
economic forecasts, GDP growth for the European Union stood at 2.9 %
in 1998 (2.7 % in 1997). Following the Asian crisis, which spread to
most emerging economies, the international environment was much less
buoyant than in recent years. However, the recovery of internal demand
{consumption and investment) within the European Union largely offset
the weakness of external demand. This non-inflationary growth benefited
from the particularly favourable monetary conditions afforded by low
interest rates and stable European exchange rates. In this respect, the
forthcoming introduction of the euro bolstered Europe against inter-
national financial turmoil. Inflation fell from 2.1 % in 1997 to 1.6 %,
largely as a result of falling oil and raw material prices. Economic
growth again enabled the average public deficit to be reduced, from
2.3 % of GDP in 1997 to 1.8 %, and public debt to fall, from 71.9 %
of GDP in 1997 to 70.3 %. Unemployment also declined to 10 % of the
working population (against 10.7 % in 1997).

Economic policy coordination

Broad economic policy guidelines

42. The broad guidelines of the economic polices of the Member States
and the Community for 1998 were formally adopted by the Council on
6 July ("). In accordance with Article 103(2) of the EC Treaty, they had
previously been the subject of a Commission recommendation of 13
May (), a draft Council recommendation of 5 June (3) and a conclusion
adopted by the European Council at its meeting in Cardiff (), which
stressed the need to strengthen this instrument for ensuring surveillance,
coordination of economic policies and promotion of sustained conver-
gence. For its part, Parliament approved the Commission’s approach in a
resolution adopted on 28 May (°). In December the Vienna European
Council stressed the need to deepen and strengthen economic policy
coordination ().

(') OJ L200, 16.7.1998; Bull. 7/8-1998, points 1.3.2 and 2.3.1.
(?) COM(1998) 279; Bull. 5-1998, point 1.2.1.

(*) Bull. 6-1998, point 1.3.2.

(*) Bull. 6-1998, points 1.5 and 1.3.2.

(*) OJ €195, 22.6.1998; Bull. 5-1998, point 1.2.1.

(6) Bull. 12-1998.
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43. The success of economic and monetary union, prosperity and
employment are the main priorities of these broad guidelines, which
advocate the pursuit of a macroeconomic strategy centred on growth
and stability and backed by a monetary policy geared towards price sta-
bility, sound budgetary policies pursued in accordance with the stability
and growth pact (') and wage developments compatible with price sta-
bility and a strengthening of investment, and the implementation of
structural reforms on the goods, services and capital markets and on the
labour market (based in the latter case on the employment guidelines)
(— point 111).

44. The ground for the debate on the broad economic policy guidelines
was prepared by the adoption on 25 February, of a Commission com-
munication on growth and employment in the stability-oriented frame-
work of EMU (?). In this communication, which this year replaced the
traditional annual economic report, the Commission analysed the eco-
nomic situation, the main challenges in the years to come and the main
economic policy priorities. Its approach was backed by the Economic
and Social Committee on 29 April (?), by Parliament on 30 April (*) and
by the Committee of the Regions on 19 November (°).

Stability and convergence programmes

45. In accordance with Regulation (EC) No 1466/97 (), adopted as
part of the stability and growth pact, the Council examined the stability
programmes of Finland and the Netherlands and the convergence pro-
grammes of Greece and Denmark and, on the Commission’s recommen-
dation (”), adopted opinions on these programmes on 12 October (¥) and
1 December (°). On 19 January, it adopted conclusions on the imple-
mentation of Italy’s convergence programme (1°).

(') 1997 General Report, point 95.

() COM(1998) 103; Bull. 1/2-1998, point 1.3.1.

(*) O] C214, 10.7.1998; Bull. 4-1998, point 1.2.2.

(*) O] C152, 18.5.1998; Bull. 4-1998, poinr 1.2.1.

(°) Bull. 11-1998, point 1.2.1.

() OJ L209, 2.8.1997; 1997 General Report, point 95.

(7)  Bull. 9-1998, points 1.2.1 (Greece) and 1.2.2 (Finland); Bull. 11-1998, points 1.2.2 (Denmark)
and 1.2.3 (Netherlands).

) O] €372, 2.12.1998; Bull. 10-1998, points 1.2.1 (Greece) and 1.2.2 (Finland).

) O] C3, 6.1.1999; Bull. 12-1998 (Denmark and the Netherlands).

(*) Bull. 1/2-1998, point 1.3.2.
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Excessive deficits

46. On 1 May, in the context of the excessive deficit procedure laid
down by Article 104c of the EC Treaty, the Council, acting on the Com-
mission’s recommendation (1), abrogated the decisions on the existence
of an excessive deficit for Belgium, Germany, Spain, France, Italy,
Austria, Portugal, Sweden and the United Kingdom (?). On 29 June
it adopted, again on the Commission’s recommendation (3), a recom-
mendation (*) on bringing to an end the excessive government deficit
in Greece, the only Member State which was still in that position.

Aspects relating to economic coordination

47. On 2 December the Commission adopted a communication on gov-
ernment investment in the framework of economic strategy (%), in which
it suggested that Member States increase the relative share of investment
in their budgets without compromising the objective of fiscal balance
required by the growth and stability pact. This matter, which was exam-
ined by the Vienna European Council in December (¢), was also the sub-
ject, on 2 July, of an own-initiative Economic and Social Committee
opinion (7). The Economic and Social Committee also took the view, in
an own-initiative opinion of 9 September (¥), that a convergence of
Member States” wage policies was necessary and examined, in an own-
initiative opinion of 10 September (°), the potential influence of social
policy on economic performance. For its part, on 16 December, Parlia-
ment stressed the need, in the context of monetary union, for an adjust-
ment mechanism in cases of asymmetric shocks (°).

(") Bull. 3-1998, point 1.2.3.

(%) Decisions 98/307/EC to 98/315/EC (OJ L1139, 11.5.1998; Bull. 5-1998, point 1.2.2).
(*) Bull. 5-1998, point 1.2.3.

(*) Bull. 6-1998, point 1.3.3.

() COM(1998) 682; Bull. 12-1998.

(°) Bull.12-1998.

(7) O] C284, 14.9.1998; Bull. 7/8-1998, point 1.3.1.

() O] C407, 28.12.1998; Bull. 9-1998, point 1.2.3.

(%) O] C407, 28.12.1998; Bull. 9-1998, point 1.2.8.
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Preparations for the third stage of EMU

Decision on the participating Member States

48. The Council, meeting at the level of Heads of State or Govern-
ment, decided on 3 May that 11 Member States (Belgium, Germany,
Spain, France, Ireland, Italy, Luxembourg, the Netherlands, Austria, Por-
tugal and Finland) fulfilled the necessary conditions for the adoption of
the single currency on 1 January 1999 (?). It also found that Greece and
Sweden did not at this stage fulfil the necessary conditions, with the
United Kingdom having given notification that it did not intend to move
to the third stage of EMU on 1 January 1999 and Denmark having
notified its intention not to participate in the third stage.

49. This decision completed the procedure laid down in Article 109j of
the EC Treaty, which had begun on 24 and 25 March with the adoption
by the European Monetary Institute (EMI) (?) and the Commission (3) of
their respective reports on progress towards convergence. On that basis,
the Commission recommended on 25 March that the Council (*) recom-
mend that the Heads of State or Government confirm that the 11 Mem-
ber States referred to above met the necessary conditions for adopting
the single currency on 1 January 1999. On 1 May the Council adopted
to that end Recommendation 98/316/EC (), which was endorsed by Par-
liament on 2 May (°).

350. On 30 April, Parliament also adopted a resolution(”) on the
reports of the EMI and the Commission and on the Commission’s rec-
ommendation. For its part, the Council accompanied its recommendation
with a statement welcoming the Greek Government’s determination to
pursue its policies of fiscal consolidation and structural adjustment with
a view to joining the third stage of EMU by 1 January 2001 (%), as well
as with a declaration which stressed the need for closer coordination of
economic policies in order to realise the full benefits of the changeover
to the single currency and in which Member States agreed to start

) Decision 98/317/EC (O] L 139, 11.5.1998; Bull. 5-1998, point 1.2.5).
} Bull. 3-1998, point 1.2.2.
) COM(1998) 1999; Bull. 3-1998, point 1.2.1.
) Bull. 3-1998, point 1.2.4.
) OJ L 139, 11.5.1998; Bull. 5-1998, point 1.2.5.
) OJ C167, 1.6.1998; Bull. 5-1998, point 1.2.5.
) O] €152, 18.5.1998; Bull. 4-1998, point 1.2.4.
) Bull. 5-1998, point 1.2.7.
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implementing Regulation (EC) No 1466/97 (— point 45) from 1 July
1998.

51. Following the decision on the participating Member States, the
Council adopted a series of measures concerning the legal framework for
the introduction of the euro, conversion rates, denominations and tech-
nical specifications of euro coins, and the establishment of the European
Central Bank (— points 52 to 59).

Legal framework for the introduction of the euro

52. On 3 May the Council adopted Regulation (EC) No 974/98 on the
introduction of the euro (Table II). Together with Regulation (EC)
No 1103/97 ('), this regulation forms the legal framework for the intro-
duction of the euro and lays down in particular the conditions for
replacing the currencies of the participating Member States with the euro
and the rules on legal tender as regards euro notes and coins.

Fixing of conversion rates

53. On 31 December the Council adopted the fixed and irrevocable
conversion rates between the currencies of the 11 Member States par-
ticipating in the euro with effect from 1 January 1999 (2). These rates
are indicated in Table 1. On 3 May, in order to give markets some idea
of these rates as the third stage of EMU approached, the ministers and
Central Bank governors of the Member States adopting the euro on 1
January 1999, the Commission and the Furopean Monetary Institute
adopted a joint communiqué (*) specifying the method to be applied to
determine the irrevocable conversion rates for the euro and, in particu-
lar, laying down the bilateral central rates to be used.

Technical preparations for and practical aspects of the introduction
of the euro

34. On 3 May, the Council adopted Regulation (EC) No 975/98 (Table
I), which provides that the euro coins to be put into circulation will
comprise eight denominations (1 cent, 2 cent, 5 cent, 10 cent, 20 cent,

(!) OJ L162, 19.6.1997; 1997 General Report, point 92.
(?) Regulation (EC) No 2866/98 (O] L 359, 31.12.1998; Bull. 12-1998).
(*) O] C 160, 27.3.1998; Bull. 5-1998, point 1.2.11.
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TABLE 1

Conversion rates
(Equivalent in national currency of EUR 1)

Currency = EUR 1
ATS 13.7603
BEF 40.3399
DEM 1.95583
ESP 166.386
FIM 5.94573
FRF 6.55957
[EP 0.787564
ITL 1936.27
LUF 40.3399
NLG 2.20371
PTE 200.482

50 cent, 1 euro and 2 euro) and lays down their technical specifications.
On 29 July, the Commission proposed that this regulation be amended
with regard to the 10 and 50 cent coins in order to make them easier
to handle for blind and partially sighted people and more precisely iden-
tifiable by vending machines (Table II). On 21 December, the Council
adopted a common position on this proposal. On 23 November, it
reached agreement on the arrangements applicable to collector coins and
commemorative coins intended for circulation (). On 22 July, the Com-
mission adopted a communication on measures to combat counterfeiting
of euro notes and coins (— point 1014).

55. In a communication adopted on 11 February (%), the Commission
presented the conclusions of the expert group set up in 1997 (°) to
examine various practical aspects of the introduction of the euro (bank
charges for conversion operations, dual pricing, impact on SMEs, role of
education and training). Further to a round table on these matters held
on 26 February, it adopted on 23 April three recommendations (*) on
banking charges for conversion to the euro, on dual display of prices
and other monetary amounts, and on dialogue, monitoring and informa-
tion, the aim being to facilitate the changeover to the euro. These were
endorsed by Parliament on 10 March (®°) and by the Council on 3

(Y) Bull. 11-1998, point 1.2.9.

(3) COM(1998) 61; Bull. 1/2-1998, point 1.3.6.

(*) 1997 General Report, point 93.

(*} Recommendations 98/286/EC to 98/288/EC (OJ L 130, 1.5.1998; Bull. 4-1998, point 1.2.3).
5} Of C 104, 6.4.1998; Bull. 3-1998, point 1.2.5.
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May (). Parliament also adopted resolutions on the impact of the intro-
duction of the euro on capital markets, electronic money and the con-
sumer (13 January) (), on tourism (10 March) (%), on Community poli-
cies, institutions and legislation (6 October) (*), and on the role of the
euro as a parallel currency in those Member States not adopting it on 1
January 1999 (15 December) (), while the Economic and Social Com-
mittee issued opinions on the consequences of the single currency for the

internal market on 9 September (¢) and on the euro and employment on
2 December (°).

56. Further to the communication plan it launched in 1996 (7), the
Commission set out, in a communication adopted on 6 February (8), its
information strategy for the curo, which the Committee of the Regions
endorsed on 13 May (°) and Parliament on 16 December (°).

Establishment of the European Central Bank (ECB)

57. On 26 May, by Decision 98/345/EC taken by common accord at
the level of Heads of State or Government ('°), the governments of the
Member States adopting the single currency appointed the President (Mr
Duisenberg), the Vice-President (Mr Noyer) and the other members of
the Executive Board (Mr Issing, Mr Padoa-Schioppa, Mr Domingo
Solans and Mrs Hamaildinen) of the ECB. These appointments took
effect on 1 June, when the European System of Central Banks (ESCB)
and the European Central Bank were established (*1). In accordance with
Article 50 of the ESCB Statute, this decision followed on from a Council
recommendation adopted on 3 May (2) and endorsed by the European
Monetary Institute on 5 May ('%) and by Parliament on 13 May (14).
The Council, meeting at the level of Heads of State or Government, had

previously reached a political agreement on these appointments on 3
May (%).

Bull. 5-1998, point 1.2.10.
O] C 34, 2.2.1998; Bull. 1/2-1998, points 1.3.8, 1.3.10 and 1.3.11.

N =

(%)

{3)

(*) QJ C104, 6.4.1998; Bull. 3-1998, point 1.2.6.

(*) OJ C328, 26.10.1998; Bull. 10-1998, point 1.2.4.
(*) Ball. 12-1998.

() OJ C407, 28.12.1998; Bull. 9-1998, point 1.2.15.
(7) 1996 General Report, point 74.

(%) COM(1998) 39; Bull. 1/2-1998, point 1.3.7.

(°) O] C251, 10.8.1998; Bull. 5-1998, point 1.2.14.
(1) O] L 154, 28.5.1998; Bull. 5-1998, point 1.2.12.
(1) Bull. 6-1998, point 1.3.4.

(**) OJ L 139, 11.5.1998; Bull. 5-1998, point 1.2.12.
(**) OJ C169, 4.6.1998; Bull. 5-1998, point 1.2.12.
(i:) OJ C167, 1.6.1998; Bull. 5-1998, point 1.2.12,
()

Bull. 5-1998, point 1.2.12.
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58. In June the Council adopted two regulations and two decisions
designed to establish the legal framework which the ECB requires in
order to operate. Decision 98/382/EC (Table II) defines the statistical
data to be used for determining the key for subscription of the capital
of the ECB. Decision 98/415/EC (Table II} lays down the scope and
conditions for consultation of the ECB by national authorities regarding
draft legislation within its field of competence. Lastly, Regulations (EC,
ECSC, Euratom) Nos 1197/98 (Table II) and 1198/98 (Table II) extend
the privileges and immunities of the Communities to the members of the
Governing Council and of the General Council of the ECB and to its
staff.

59. On the ECB’s recommendation, the Council adopted on 23
November regulations laying down the ECB’s powers to apply minimum
reserves (Table II}), impose sanctions on firms (Table IT) and collect sta-
tistical information (Table II).

Preparatory work of the European Monetary Institute (EMI) and
the European Central Bank (ECB)

60. The establishment on 1 June of the ESCB and the ECB gave rise to
the winding-up of the EMI. During its final year of existence, the Insti-
tute had completed its task of strengthening the coordination of mon-
etary policies and preparing for the third stage of EMU. In addition to
its convergence report (— point 49), the EMI published in May its last
annual report ('), in which it examined the economic, monetary and
financial situation in the Union and reported on its preparations for the
third stage of EMU. On 16 July this report was the subject of a Par-
liament resolution (?). Parliament had expressed its view on the EMI’s
interim report on legal convergence in the Member States on 10
March (3).

61. The first meetings of the Governing Council and the General
Council of the ECB were held on 9 June (*). After having determined its
structure and organisation, the ECB acted swiftly to carry out the pre-
paratory work necessary for it to be fully operational from 1 January
1999. In addition to the recommendations for regulations which it trans-
mitted to the Council (— point 59), it adopted several decisions con-

Bull. 5-1998, point 1.2.15.
J €292, 21.9.1998; Bull. 7/8-1998, point 1.3.6.
] C 104, 6.4.1998; Bull. 3-1998, point 1.2.7.
Bull. 6-1998, points 1.3.5 and 1.3.6.
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cerning, among other things, the conditions for subscribing to its capi-
tal (), euro notes (2), the terms of employment of its staff, and access to
its documents, as well as regulations on the minimum reserves and the
consolidated balance sheet of financial institutions (3). The ECB also
adopted guidelines on the collection of statistical information and, in
September, published a report entitled ‘The single monetary policy in
Stage III: General documentation on ESCB monetary policy instruments
and procedures’, which contains a detailed description of the monetary
policy instruments and procedures to be applied in the third stage of
EMU. Also in September it signed an agreement with the central banks
of the Member States outside the euro zone laying down the operating
procedures for an exchange-rate mechanism in the third stage. For its
part, Parliament, in a resolution adopted on 2 April, stressed that the
independence of the ECB called for a correspondingly high level of
democratic accountability (*).

Economic and Financial Committee

62. In accordance with Article 109¢ of the EC Treaty, the Commission
adopted on 25 February, a proposal for a decision on detailed provisions
concerning the composition of the Economic and Financial Commit-
tee (°), which is to replace the Monetary Committee from the beginning
of the third stage of EMU. It proposed that the Member States, the
Commission and the ECB should each appoint two members to the
Committee, which would therefore have a total of 34 members. The
members appointed by the Member States would be selected from
among senior officials from their administrations and national central
banks. The Council adopted this decision on 21 December (°). In a reso-
lution adopted on 14 July, Parliament expressed its regret at not being
consulted about these detailed provisions (7).

63. On 31 December the Council adopted a decision on the statutes of
the Economic and Financial Committee (3), about which the Commission
had given its opinion on 18 December (?).

(!) Decisions 1999/31/EC and 1999/32/EC (O] L8, 14.1.1999).

(?) Decision 1999/33/EC (O] L 8, 14.1.1999).

(*) Regulations (EC) Nos 2818/98 and 2819/98 (O] L 356, 30.12.1998).
(*) O] C138, 4.5.1998; Bull. 4-1998, point 1.2.5.

(%) OJ C125, 23.4.1998; COM(1998) 110; Bull. 1/2-1998, point 1.3.4.
() Decision 98/743/EC (O] L 358, 31.12.1998; Bull. 12-1998).

{7) OJ €292, 21.9.1998; Bull. 7/8-1998, point 1.3.5.

(%) Decision 1999/8/EC (O] L 5, 9.1.1999; Bull. 12-1998).

{(°) COM(1998) 783; Bull. 12-1998.
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External aspects

64. On 4 November the Commission adopted a proposal for a Council
decision on the representation of the euro zone at international level (1).
In December the Vienna European Council, stressing that the changeover
to the euro would entail global responsibilities for the European Union
which would require it to speak with one voice and to be effectively
represented within institutions such as the G7 (— points 881 and 882)
and the International Monetary Fund (— points 70 and 71), reached
agreement on the arrangements for such representation (?). The external
aspects of the transition to the third stage of EMU were the subject of
Parliament resolutions on 13 January and 3 December (?) and of an Eco-
nomic and Social Committee opinion on 26 March (*).

65. At the Commission’s recommendation (°), the Council adopted on
23 November and 21 December two decisions enabling France (°) and
Portugal (7) to maintain their exchange-rate agreements with the West
African Economic and Monetary Union, the Economic Community of
Central African States, the Comoros (France) and Cape Verde (Portugal).

66. On 31 December the Council adopted, at the Commission’s rec-
ommendation (®), three decisions (?) defining the position to be adopted
by the Community in negotiations with Monaco, San Marino and the
Vatican on bilateral agreements on monetary matters and, on a proposal
from the Commission (®), a decision (?) authorising France to introduce
the euro from 1 January 1999 in Saint-Pierre-et-Miquelon and Mayotte,
which do not form part of the Community.

Operation of the European Monetary System (EMS)

67. The EMS functioned smoothly in 1998, with most member curren-
cies trading at exchange rates close to their central parities. The Greek
drachma joined the exchange-rate mechanism on 16 March ('°) and

(1) COM(1998) 637; Bull. 11-1998, point 1.2.6.

{3} Bull. 12-1998.

(*y OJ C34, 2.2.1998; Bull. 1/2-1998, point 1.3.9; O] C 398, 21.12.1998; Bull. 12-1998.

(*) OJ C157, 25.5.1998; Bull. 3-1998, point 1.2.8.

(*) COM(1998) 412; Bull. 7/8-1998, point 1.3.3 (France); COM(1998) 663; Bull. 11-1998, point
1.2.4 (Portugal).

) Decision 98/683/EC (O] L 320, 28.11.1998; Bull. 11-1998, point 1.2.5).

}  Decision 98/774/EC (O] L 358, 31.12.1998; Bull. 12-1998).

) COM(1998) 789; Bull; 12-1998.

)} COM(1998) 801, Bull, 12-1998.

Y Bull. 3-1998, point 1.2.9.
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remained slightly above its central rate for the rest of the year. On 16
March the central rate of the Irish pound was revalued by 3 % (7).

68. This stability within the exchange-rate mechanism was accom-
panied by very weak inflationary pressures within the Member States,
a fact which made for convergence of long-term interest rates at
historically low levels. On 31 December the short-term interest rates of
Member States adopting the euro on 1 January converged to form a
single rate within the euro zone.

69. On 31 December the central rates of the new exchange-rate mecha-
nism (EMS Mark Two), applicable from 1 January 1999, were fixed.
The Greek drachma will be subject to a standard fluctuation margin
(15 % in either direction), while that of the Danish crown will be more
limited (2.25 % in either direction).

International economic, monetary and financial matters

70. The 50th meeting of the Interim Committee of the International
Monetary Fund, chaired by Mr Maystadt and attended by Mr Brown
for the Council Presidency and Mr de Silguy for the Commission, was
held on 16 April. While cautiously optimistic about global growth pros-
pects, the Committee stressed a number of downside risks which called
for resolute action by countries to support global non-inflationary eco-
nomic growth and, in particular, called on the Asian countries most
affected by the crisis to employ firm monetary policies to underpin the
recovery in exchange rates, fiscal discipline and the implementation of
structural reforms. It welcomed progress towards EMU but stressed the
need to make further headway with fiscal consolidation and structural
reforms, particularly with regard to the labour market. The Committee
reaffirmed its view that the Fund’s sphere of activity should be extended
in the area of capital movements.

71. On 6 October the Interim Committee held its S1st meeting in
Washington under the new chairmanship of Mr Ciampi, with Mr
Edlinger and Mr de Silguy attending for the Council Presidency and the
Commission respectively. Concerned about recent developments in
Russia, the severity of the crisis in Asia and their negative effects on the
cconomic outlook, the Committee felt that recovery depended on the
authorities’ willingness to introduce economic, financial and institutional

(Y) Bull. 3-1998, point 1.2.10.
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reforms and that the globalisation of the world economy had reinforced
the need for building sound financial systems, an objective to which the
Fund could contribute by intensifying its surveillance of financial sector
issues and capital flows and by communicating its recommendations
more effectively. The Committee called on the private sector to play an
increased role in forestalling and resolving financial crises and stressed
the need to finalise the new arrangements to borrow.

72. In December the Vienna European Council called on Europe to
play a decisive role in devising a new international monetary and finan-
cial system. In a resolution adopted on 17 September (!), Parliament
stressed the need, in the face of the globalisation of financial markets,
for effective international regulatory and supervisory bodies. On 3
December it repeated its call for the international financial system to be
strengthened (?).

73. Economic dialogue with the associated countries of central and
eastern Europe continued in 1998 within the context of the accession
partnerships (— point 806), with the Commission examining the eco-
nomic progress made by each country. A seminar bringing together the
Council, the Commission, the Member States and the countries of
central Europe was held in Vienna in October on the subject of the
world economic situation. The economic dialogue with the associated
Mediterranean countries also continued.

Financial activities

74. On 3 July the Commission adopted its annual report on the bor-
rowing and lending activities of the Community in 1997 (3). The volume
of borrowing by the Community institutions in 1997 amounted to ECU
23.7 billion, 31.7 % up on 1996 (ECU 18 billion), while lending
totalled ECU 26.9 billion, 13.5 % up on 1996 (ECU 23.7 billion). The
detailed table of lending activities during the period 1996-98 and the
total amount of borrowings in 1998 can be found in Section 5 of
Chapter VII (‘Borrowing and lending operations’) (— point 1016).

75. Activities relating to the general budget guarantee for borrowing
and lending operations are dealt with in Section 6 (‘General budget

() OJ C313, 12.10.1998; Bull. 9-1998, point 1.2.4.
(2} OJ C 398, 21.12.1998; Bull. 12-1998.
() COM(1998) 409; Bull. 7/8-1998, point 1.6.9.
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guarantee for borrowing and lending operations’) of Chapter VII
(— points 1017 et seq.).

Macrofinancial assistance

76. The first tranche (ECU 125 million) of the ECU 250 million loan
which the Council decided in July 1997(!) to grant to Bulgaria was
disbursed in February. The second tranche (ECU 125 million) was dis-
bursed in December. The second tranche (ECU 15 million) of the ECU
40 million loan which the Council decided, also in July 1997, to grant
to the Former Yugoslav Republic of Macedonia (2) was disbursed in Feb-
ruary. The ECU 110 million loan to Georgia signed in December
1997 (%) was disbursed in July, and the first tranche (ECU 10 million) of
outright grants to that country was disbursed in August. Under the same
Council decision (*), an ECU 28 million loan to Armenia was signed and
disbursed in December.

77. Given the difficult balance-of-payments situation confronting
Ukraine, the Council decided in October to grant additional macrofinan-
cial assistance to that country of up to ECU 150 million on condition
that economic reforms were continued and agreements with international
financial institutions complied with (Table II).

78. On 3 April the Commission proposed that exceptional aid of up to
ECU 30 million be awarded in the form of outright grants to Azerbaijan
(Table II), among other things in order to alleviate the social hardship of
the adjustment measures being implemented in that country. On 29 June
the Council requested that the grants in question be made by way of
clearly defined programmes using existing legal bases (*). The Commis-
sion proposed on 3 September (Table II) and 13 November (Table 1)
respectively that macrofinancial aid be granted to Albania (up to ECU
20 million) and Bosnia-Herzegovina (up to ECU 30 million).

79. The annual Commission report on the implementation of macro-
financial assistance to third countries (1996) was adopted on 13
January (5).

{!) 1997 General Report, point 107.

(?) 1997 General Report, point 109.

(*) 1997 General Report, point 111.

() Bull. 6-1998, point 1.4.108.

() COM(1998) 3; Bull. 1/2-1998, point 1.3.12.
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Development of financing technigues

80. With the participation of 15 specialised financial institutions, the
Commission continued to develop the ‘Eurotech capital’ scheme, the pur-
pose of which is to stimulate investment in high technology. It also
developed further the JOP programme (joint venture programme
PHARE-TACIS), which has been extended until 1999. Since the 1991
launch of this programme, in which 86 financial intermediaries are par-
ticipating, 1695 projects have received Community support totalling
ECU 124 million.

81. The proposal for an amendment of the TENs (trans-European net-
works) financial regulation (— point 6) presented by the Commission as
part of the implementation of Agenda 2000 provides for the Commis-
sion to put up risk capital for network projects via investment funds

and the like.

82.  Other support measures for SMEs and capital investment are dealt
with in Section 7 (‘Enterprise policy’) of this chapter (— points 262 et

seq.).

Operations concerning the New Community Instrument (NCI)

83. There were no NCI borrowing or lending operations during the
year ().

Financing ECSC and Euratom activities

84. In accordance with the Commission’s 1994 decision (2), the ECSC
did not conclude any new loans in 1998 and, consequently, ceased
obtaining resources in the form of borrowings. It completed its low-cost
housing loan activities (Article 54, second paragraph, of the ECSC
Treaty), paying a total of ECU 20 444 795 from its own funds under
decisions taken before 31 December 1997. The financial report of the
ECSC for 1997 was adopted by the Commission on 14 July.

(') Commission reports on the rate of utilisation of the NCI: COM(1998) 409; Bull. 7/8-1998,
point 1.6.9 (second half of 1997); COM(1998) 661; Bull. 11-1998, point 1.5.7 (first half of
1998).

(%) 1994 General Report, point 1160.
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85. As regards Euratom, no lending operations were undertaken this
year.

European Investment Bank (EIB)

86. The European Investment Bank (') granted loans totalling ECU
29 526 million in 1998 (ECU 26 203 million in 1997) in support of
Community policies, including ECU 4 410 million within the framework
of financial cooperation with non-member countries (see Table 2).

87. Within the European Union, the EIB stepped up implementation of
its special Amsterdam action programme (?). In this context, SME
special window operations amounted to ECU 218 million and health
and education operations to ECU 1 386 million while, in accordance
with the request of the Amsterdam European Council, loans for environ-
mental protection and trans-European networks continued to
increase (— point 88).

88. Loans signed in 1998 in the European Union countries, in a macro-
economic context characterised by some degree of recovery of economic
activity, totalled ECU 25 116 million (ECU 22 958 million in 1997). In
accordance with the task assigned to it, the EIB attempted to give pri-
ority to channelling the funds it borrowed on the financial markets to
investment projects contributing to the development of the less-favoured
regions. This assistance accounted for some 72 % of its financing opera-
tions in the European Union. Loans for trans-European transport and
energy infrastructure amounted to ECU 8 993 million. Financing for
environmental protection totalled ECU 6 165 million and for the supply
and efficient use of energy ECU 2 248 million. In the industrial and
service sectors, assistance totalled ECU 4 588 million: ECU 1 844 million
in the form of individual loans and ECU 2 745 million in the form of
global loans concluded with a number of partner banks and financial
institutions.

89. Operations outside the Union amounted to ECU 4 410 million
(compared with ECU 3 245 million in 1997). In the central European
countries assistance totalled ECU 2 317 million, including ECU 1 320

(') Copies of the EIB’s annual report and of other publications relating to the Bank’s work and its
operations can be obtained from the main office (Information and Communications Depart-
ment, 100, boulevard Konrad Adenauer, L-2950 Luxembourg; fax (352) 4379-3189) or from
its external offices.

() 1997 General Report, point 121.
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TABLE 2

Contracts signed in 1998 and from 1994 to 1998
(million ECU)

1998 1994-98

Amount % Amount Y%
Belgium 858 3.4 3935 3.7
Denmark 745 3.0 3846 3.7
Germany 5168 20.6 16 831 16.0
Greece 736 2.9 3246 3.1
Spain 3152 12.6 14252 13.5
France 2 837 11.3 12 750 12.1
Ireland 263 1.0 1278 1.2
Italy 4 387 17.5 18 559 17.6
Luxembourg 109 0.4 289 0.3
Netherlands 426 1.7 2 309 2.2
Austria 358 1.4 1645 1.6
Portugal 1505 6.0 6490 6.2
Finland 551 2.2 1434 1.4
Sweden 664 2.6 2709 2.6
United Kingdom 3074 12.2 13 924 13.2
Other (1) 282 1.1 1812 1.7

Union total 25116 100 105 309 100
ACP and OCTs 695 15.8 2 345 15.6
Mediterranean 966 21.9 4413 29.4
Central and eastern Europe 2387 54.1 6 951 46.3
Latin America and Asia 362 8.2 1292 8.6

Non-Union total (?) 4410 100 15002 100

Overall total 29 526 120 310

(') Projects of Community interest located outside the territory of the Member States.

{*) Includes risk capital from budgetary resources:
{i) ACP and OCTs: ECU 272 million in 1998 and ECU 856 million from 1994 to 1998;
(ii) Mediterranean: ECU 86 million in 1998 and ECU 177 million from 1994 to 1998.

million under the pre-accession facility. This went mainly to communi-
cations infrastructures intended to strengthen links with Union countries
and to extend the trans-European networks. An amount of ECU 70
million was granted to the Former Yugoslav Republic of Macedonia
to finance road infrastructures. In the Mediterranean area financing
totalled ECU 966 million, including ECU 86.1 million in risk capital. In
the ACP countries and the OCTs financing totalled ECU 560 million,
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including ECU 271.9 million in risk capital and ECU 135 million for
South Africa. Lastly, the EIB continued its operations in various Latin
American countries (ECU 212 million) and Asia (ECU 150 million).

90. The EIB obtained the funds needed for its lending activities by bor-
rowing a total of ECU 30.1 billion on capital markets; 39 % of this
amount was raised in Community currencies and in euro. It also devel-
oped its euro-denominated issues, thereby intensifying its strategy in
favour of the introduction of the single currency.

91. In order to allow the EIB (the outstanding loans and guarantees of
which may not exceed 250 % of its subscribed capital) to pursue its
activities normally, the Board of Governors decided in June to increase
the Bank’s subscribed capital, with effect from 1 January 1999, from
ECU 62 013 million to ECU 100 000 million.

European Investment Fund (EIF)

92. The volume of EIF activities (') increased again in 1998. At the end
of the year, its outstanding guarantee operations totalled ECU 2 599 mil-
lion (ECU 2 172 million in 1997), of which 67 % concerned guarantees
for infrastructure projects connected with trans-Furopean networks and
33 % guarantees for operations involving SMEs. The latter included
ECU 653 million for the ‘Growth and environment’ programme (?) and
ECU 31 million granted under the new SME guarantee mechanism
established by Decision 98/347/EC (— point 262). The EIF’s investment
operations were also stepped up. At the end of the year signed amounts
relating to the special window created by the EIB for high-technology
SMEs (— point 87) totalled ECU 62 million (ECU 6.4 million in 1997)
and those relating to the risk-capital window for SMEs created by
Decision 98/347/EC ECU 8 million. The EIF’s acquisitions of equity par-
ticipations totalled ECU 59 million. Overall, its commitments were
spread over 15 different investment funds during the year.

93. The number of EIF shareholders was 78 at the end of 1998, com-
prising 76 banks and financial institutions as well as the European Com-
munity and the EIB, the latter two holding 30 and 40 % of the
authorised capital respectively. In 1998 the EIF paid its first dividends
(ECU 3.6 million) to shareholders.

(') Copies of the EIF’s annual report can be obtained from its office (43, avenue J. F. Kennedy,
L-2968 Luxembourg).
(3) 1997 General Report, point 114,
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European Bank for Reconstruction and Development (EBRD)

94. The seventh annual meeting of the EBRD, held in Kiev (Ukraine)
on 11 and 12 May, approved the Bank’s accounts for 1997. At the
meeting, the Community’s representative stressed the positive conse-
quences of the enhanced partnership between the Commission and the
EBRD in the enlargement process and of the launch of the euro for all
the countries benefiting from the EBRD’s operations, and more particu-
larly those which had applied for accession. Following a unanimous vote
by the Board of Governors, Mr Kéhler succeeded Mr de Larosiére as
President, taking up his duties with effect from 1 September.

95. According to an initial evaluation of the 1998 results, the EBRD
concluded 96 new operations costing a total of ECU 2 373, of which
ECU 773 million was in the form of participations, ECU 1 567 in the
form of loans and ECU 33 in the form of guarantees.

96. In 1998 the Commission disbursed ECU 4 387 500 following the
European Community’s decision to subscribe for extra shares in the
capital of the EBRD ().

(') Decision 97/135/EC (O] L 52, 22.2.1997; Bull. 1/2-1997, point 1.3.21).
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Section 2

Statistical system

Priority activities and objectives

97. On 22 December the Council adopted a decision on the Commu-
nity statistical programme 1998-2002 (Table II) which, in accordance
with the framework regulation on Community statistics (), sets out the
principles, key domains and objectives of the action planned and iden-
tifies the strategies and work schedules for each planning period. While
pinpointing three top priorities (economic and monetary union; competi-
tiveness, growth and employment; the enlargement of the FEuropean
Union), it also provides for the maintenance of the current statistical
support to decision-making under the existing policies.

Framework and guidelines

98. In the economic statistics domain, the Council adopted on 16 Feb-
ruary, a regulation establishing the principles for allocating financial
intermediation services indirectly measured (FISIM) within the European
system of national and regional accounts (ESA) (Table 1I). On 20 July it
adopted two regulations (%), the first extending the coverage of goods
and services of the harmonised index of consumer prices and the second
basing the calculation of the index on the total household final mon-
etary consumption expenditure incurred on the economic territory of
each Member State, the Commission having examined, in its report of
27 February (%), the arrangements for Member States to draw up the
indices under the terms of Council Regulation (EC) No 2494/95 (*) and
the comparability of the indices. The Council further adopted, on 19
May, a regulation establishing a Community framework for the produc-
tion of short-term economic statistics (Table II) and, on 16 February, a
regulation concerning structural statistics on insurance services (Table II).

99. In the field of trade in goods, the Council amended on 12 Febru-
ary Regulation (EC) No 1172/95 on the statistics relating to the trading

() OJ L52, 22.2.1997; 1997 General Report, point 131.

(*) Council Regulations (EC) No 1687/98 and (EC) No 1688/98 (O] L 214, 31.7.1998; Bull. 7/8-
1998, point 1.7.2).

(*) COM(1998) 104; Bull. 1/2-1998, point 1.7.4.

(*) OJ L257, 27.10.1995; 1995 General Report, point 85.
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of goods by the Community and its Member States with non-member
countries so as to provide for Member States to use a single nomencla-
ture of non-member countries (). Under the SLIM initiative (— point
151) it adopted, on 20 July, a common position on a proposal for an
amendment to Regulation (EEC) No 3330/91 on the statistics relating to
the trading of goods between Member States (Table 1).

100. On 2 December the Commission adopted a report on ways of
improving the comparability of statistics to monitor and evaluate
progress under the European employment strategy (— point 112). In the
social domain the Council also adopted, on 9 March (2), Regulation
(EC) No 577/98 providing for the organisation by each Member State of
a continuous labour force sample survey intended to provide the Com-
mission with comparable statistics on the level and structure of employ-
ment and unemployment and on trends in these factors, and the Com-
mission proposed on 3 September to produce regular and comparable
statistics on earnings and labour costs (3).

101. Under the agriculture heading, the Council decided, on 22
October, to put forward a more flexible system of statistical surveys of
areas under vines (Table II), and on 18 May, the Commission set out
the characteristics of the 1999/2000 basic Community survey of the
structure of agricultural holdings (*). On 11 November it proposed to
reorganise the use of aerial-survey and remote-sensing techniques for
1999-2003 (Table II).

102. The Council also adopted, on 25 May, a regulation replacing
Directive 78/546/EEC and introducing a more modern system of collect-
ing statistics on the carriage of goods by road (Table II). The Commis-
sion proposed on 27 July to establish a Community statistical informa-
tion infrastructure relating to the industry and markets of the
audiovisual and related sectors (°).

103. Concerning external relations, there were several meetings during
the year with the countries of central and eastern Europe which are
applicants for accession, the purpose being to clarify the Community sta-
tistical patrimony, particularly in the fields of economics, agriculture and
fisheries.

(') O] C48, 19.2.1998; Bull. 1/2-1998, point 1.7.2.
() O] L77, 14.3.1998; Bull. 3-1998, point 1.6.2.
{3) COM(1998) 491; Bull. 9-1998, point 1.6.1.

(*) Decision 98/377/EC (OJ L 168, 13.6.1998).

(%) SEC(1998) 1325; Bull. 7/8-1998, point 1.7.3.
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Publications

104. Eurostat’s leading publications in 1998 included the Eurostat
Yearbook 1997, also available on CD-ROM, A social portrait of
Europe, Sustainable development indicators, The economic accounts of
the European Unmion and a volume on Portugal in the Portrait of the
regions series. The statistical information available free of charge at the
Furostat site on the Europa Internet server (— point 1153) was
expanded and improved, particularly by the regular updating of some
100 macroeconomic indicators on the European Union and the euro
zone. Eurostat also extended its network of data shops, in collaboration
with the national statistical institutes concerned, by opening data and
publications sales offices in the Netherlands, Portugal and Switzerland.
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Section 3

Employment and social policy

Priority activities and objectives

10S. The process of implementing without delay the employment-
related provisions of the Amsterdam Treaty continued in 1998, in line
with the decisions taken by the Amsterdam and Luxembourg European
Councils. The Member States produced the first series of national action
plans for implementing the employment policy guidelines, which were
further revised with a view to application in 1999. The Commission
meanwhile presented communications on Community policies in support
of employment, on employment rates, on ways of improving the com-
parability of statistics to monitor and evaluate the European employ-
ment strategy, on the modernisation of employment services, on job
opportunities in the information society and on undeclared work. The
Vienna European Council pointed to the need to reinforce the process of
multilateral surveillance in connection with implementation of the
employment guidelines, with a view to developing a European employ-
ment pact.

In the social policy field, new directives adopted under the Protocol on
social policy were extended to the United Kingdom, while a directive on
safeguarding supplementary pension rights was adopted by the Council.
Various measures initiated by the Commission had a significant impact
on workers’ freedom of movement, modernisation of work organisation,
promotion of the social dialogue, working time and employee informa-
tion and consultation. A mew social action programme covering the
years 1998 to 2000 was also adopted.

Social action programme

106. On 29 April, the Commission adopted a new social action pro-
gramme for the period 1998-2000(’). This programme, placing the
employment strategy at the heart of social policy, is designed to build on
the impetus created by the Amsterdam Treaty (?), and to carry forward
the achievements of the previous programme (1995-97)(°). The key

(") COM({1998) 259; Bull. 4-1998, point 1.2.7.
(%) 1997 General Report, points 142 and 168.
(’)  COM(95} 134; 1995 General Report, point 5935.
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elements underpinning the programme are: jobs, skills and mobility;
the changing world of work; and creation of a more inclusive society.
This programme was welcomed by the Economic and Social Committee
on 9 September ('), and by Parliament on 18 November (2).

Employment

107. The annual report on employment in Europe (1998) (), adopted
by the Commission on 20 November, provides an overview of the
changing employment situation in Europe, with close analysis of the
impact of SME development, globalisation, enlargement and public
finance restructuring.

108.  Following on from the conclusions of the extraordinary Luxem-
bourg European Council on employment (4), and in the wake of the
Council’s adoption of the first guidelines for employment (1998) (%), all
the Member States prepared, and submitted to the Commission by mid-
April, their national action plans for employment. With a communica-
tion adopted on 13 May (°), the Commission presented a preliminary
analysis of these plans to the Cardiff European Council which, in June,
welcomed the plans and called on the Member States to implement them
speedily (7).

109. Having regard in particular to the reports on the implementation
of the national employment plans submitted by the Member States in
the summer, the Commission presented, on 14 October, the draft joint
annual report on employment for 1998 (8), taking stock of the process
launched in Luxembourg, describing the labour market situation in the
Member States, assessing the progress made in implementing the 1998
guidelines, and highlighting ten examples of good practice in employ-
ment policy. The joint annual report was adopted by the Council on 1
December (°).

(1) OJ C407, 28.12.1998; Bull. 9-1998, point 1.2.6.

(3) O] €379, 7.12.1998; Bull. 11-1998, point 1.2.11.

(?) COM(1998) 666; Bull. 11-1998, point 1.2.13.

(*}) 1997 General Report, point 148.

(*) O] C30, 28.1.1998; 1997 General Report, point 149.
(¢) COM(1998) 316; Bull. 5-1998, point 1.2.16.

(7} Bull. 6-1998, point Lé.

(*) Bull. 10-1998, point 1.2.11.

(*) Bull. 12-1998
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110. The national employment plans were also examined by the Com-
mittee of the Regions on 19 November ('). In an own-initiative opinion
adopted on 9 September (?), the Economic and Social Committee advo-
cated various measures geared to making territorial employment pacts
more effective (3).

111. In tandem with the draft joint report, the Commission adopted,
on 14 October, its proposed employment policy guidelines for 1999 (%),
with Parliament’s opinion being delivered on 18 November (°). On the
basis of this proposal, the Council reached agreement, on 1 December,
on draft guidelines for 1999, which were approved by the Vienna Euro-
pean Council (°). The Commission went on to adopt, on 16 December, a
proposal for a Council resolution formalising the guidelines (). While
retaining the key elements of the 1998 guidelines (employability, entre-
preneurship, adaptability and equal opportunities), the 1999 guidelines
focus on certain horizontal principles to be observed by the Member
States when implementing the guidelines generally, with greater efforts
being made to promote equal opportunities and lifelong learning, exploit
the job-creating potential of the services sector, create a climate more
conducive to SMEs, boost employment through tax-benefit systems and
allowances, and integrate older workers and disadvantaged groups.

112. The Vienna European Council (°) welcomed the progress achieved
in respect of employment indicators as shown in the 1998 joint report.
It pointed to the need to reinforce the process of multilateral surveillance
for implementation of the guidelines through additional verifiable objec-
tives and deadlines at both European and national level, common per-
formance and policy indicators, and a consistent statistical basis. In this
context, the European Council was pleased with the report on ways of
improving the comparability of statistics to monitor and evaluate
progress under the European employment strategy (7), which the Com-
mission adopted on 2 December in response to a request from the Car-
diff European Council (8). From the point of view of a European
employment pact, the need for increased involvement and responsibility
on the part of the social partners was also acknowledged.

Bull. 11-1998, point 1.2.15.
0] C407, 28.12.1998; Bull. 9-1998, point 1.2.7.
1997 General Report, point 72.
COM(1998) 574; Bull. 10-1998, point 1.2.12.
O] C379, 7.12.1998; Bull. 11-1998, point 1.2.14.
Bull. 12-1998.
COM(1998) 698; Bull. 12-1998.
Bull. 6-1998, point L6. 14.
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113. In line with the wishes of the Luxembourg European Council on
employment ('), the Commission adopted, on 14 October, its first report
(1998) on employment rates; in this report, the Commission emphasises
the Member States’ commitment to raising employment rates as an
objective of economic policy and considers how each Member State
could help to achieve this goal (). The report shows, in particular, that
there is considerable scope for increasing employment rates among
women and in the services sector.

114. Following on from its November 1997 communication on Com-
munity policies in support of employment (%), the Commission adopted,
on 3 June, a further communication on the same subject (), in which it
identifies the main challenges facing the Community, looks at how Com-
munity policies can contribute to devising and implementing a coordi-
nated strategy for employment, with particular emphasis on greater eco-
nomic integration as a means of boosting growth and jobs, and points
to measures which may help to get Community policies in support of
employment up and running.

115. On 13 November, the Commission adopted a communication on
‘modernising the public employment services to support the European
employment strategy’, calling for concerted action by the main parties
involved with a view to improving the services and optimising their con-
tribution to the common employment strategy (°).

116. On 25 November, the Commission adopted a communication on
job opportunities in the information society (°), in response to a request
from the Luxembourg European Council on employment (7). The Com-
mission believes that prospects for employment in the information
society are bright, so long as the European Union is resolved to make
the most of this rapidly developing and expanding sector.

117. In a communication on undeclared work, adopted on 7 April (3),
the Commission drew attention to the extent of the problem (estimated
to be between 7 and 16 % of the European Union’s gross domestic
product) and called on the other institutions and the Member States to

(") Bull. 11-1997, point L.4. 22.

(%) COM(1998) §72; Bull. 10-1998, point 1.2.10.
(?}) COM(97) 611; 1997 General Report, point 147.
(Y) COM(1998) 354; Bull. 6-1998, point 1.3.13.

(°) COM(1998) 641; Bull. 11-1998, point 1.2.12.
() COM(1998) 590; Bull. 11-1998, point 1.2.17.
(7) Bull. 11-1997, point LS. 35.

(*) COM(1998) 219; Bull. 4-1998, point 1.2.8.

GEN. REP. EU 1998



V-3 EMPLOYMENT AND SOCIAL POLICY 51

identify the causes of undeclared work and to take action to combat it
within the overall employment strategy.

118. By means of Decision 98/171/EC, adopted on 23 February, the
Council provided a legal basis for Commission activities forming part of
the Furopean employment strategy, concerning analysis, research, co-
operation and action in the field of employment (Table II).

Social protection and social security

119. On 23 April, the Commission adopted its 1997 report on social
protection in Europe (). This report highlights the changing demo-
graphic, social and economic context affecting the Member States’ social
protection systems in comparison with the previous report(?), and
describes the corresponding adjustments made. It is designed also to con-
tribute to the debate on the future of social protection in the European
Union, with a clear link being established between social protection sys-
tems and the European employment strategy.

120. On 29 June, the Council adopted Directive 98/49/EC on safe-
guarding the supplementary pension rights of employed and self-em-
ployed persons moving within the Community (Table II). This directive,
paving the way for action to overcome obstacles to the free movement
of workers in relation to supplementary pensions, provides for: preser-
vation of acquired rights; cross-border payment of benefits; continuation
of contributions to a supplementary pension scheme in the country of
origin during periods of posting to another Member State; fuller infor-
mation to be given to scheme members as to their pension rights and
the choices available to them when they move to another Member State.

121. The Council also updated, on 4 June, Regulations (EEC)
No 1408/71 and No 574/72 on the application of social security schemes
to employed persons, to self-employed persons and to members of their
families moving within the Community (Table II); on 29 June, the scope
of these regulations was extended to special schemes for civil servants
(Table 1I). The Commission proposed, on 30 September, that these
regulations be further updated (Table II) and, on 21 December, that
Regulation (EC) No 1408/71 be simplified (Table II).

(Y COM(1998) 243; Bull. 4-1998, point 1.2.11.
(3) COM(95) 457; 1995 General Report, point 613.
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122. In conjunction with the Council Presidency, the Commission
organised a conference on the social protection of elderly dependent
people in the European Union and Norway, which took place in London
in June; a symposium on the theme ‘A society for all ages: employment,
health, pensions and solidarity between generations in the light of demo-
graphic change’ was held in Vienna in October. The Commission report
on the demographic situation in the European Union was, moreover, the
subject of a Parliament resolution in March (') and of a Committee of
the Regions opinion in May (2).

Freedom of movement for workers

123. Following up its action plan in respect of freedom of movement
for workers (), which was the subject of an Economic and Social Com-
mittee opinion delivered on 28 May (%) and of a Parliament resolution
adopted on 16 July (°), the Commission proposed, on 22 July, that the
core instruments of legislation governing workers’ freedom of movement,
namely Regulation (EEC) No 1612/68 and Directive 68/360/EEC, be
updated in order to boost the European employment strategy by creating
conditions more conducive to labour-market mobility, extend individual
rights and improve transparency by incorporating the relevant case-law
of the Court of Justice (Table I). The Commission proposed also that
the advisory committees on freedom of movement and on coordination
of social security schemes be merged (Table I).

124. On 3 July, the Commission adopted its report on the activities of
the EURES (European employment services) network for the 1996-97
period (¢), showing that the provision of EURES services increased mark-
edly, both quantitatively and qualitatively, in this period. The EURES
Internet site on the Europa server (7), officially inaugurated at the Car-
diff European Council with the launch of the ‘Europe direct’ service
(— point 1152), is a key source of information for job-seckers and
employers as regards living and working conditions in the different
Member States, providing access to the EURES database of job vacancies
and links to all the Internet sites of the participating public employment
services.

O] C 104, 6.4.1998; Bull. 3-1998, point 1.2.11.
O] C 251, 10.8.1998; Bull. 5-1998, point 1.2.19.
COM(97) 586; 1997 General Report, point 155.
O] €235, 27.7.1998; Bull. 5-1998, point 1.2.22.
0] €292, 21.9.1998; Bull. 7/8-1998, point 1.3.14.
COM(1998) 413; Bull. 7/8-1998, point 1.3.11.
http://europa.eu.int/jobs/eures.
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125. In a resolution adopted on 28 May, Parliament stressed the need
to improve the situation of frontier workers, in particular to avoid any
form of double taxation (').

Labour law and industrial relations

126. In the wake of its Green Paper entitled ‘Partnership for a new
organisation of work’(2), the Commission adopted, on 25 November, a
communication urging the social partners, especially at Community level,
to become involved in the creation of a new framework for the mod-
ernisation of work (3).

127. On 29 June, the Council updated Directive 77/187/EEC on the
approximation of the laws of the Member States relating to the safe-
guarding of employees’ rights in the event of transfers of undertakings,
businesses or parts of businesses (Table II). On 20 July, moreover, the
Council consolidated the Community legislation governing collective
redundancies (Table 1I).

128. Parliament, for its part, called on the Member States, on 15
January, to proceed with the exchange of information on employee
participation in profits and enterprise results (*); on 2 July, it called for
transnational trade union rights to be enshrined in the EU Treaty (°).
In a resolution adopted on 8 October, concerning the restructuring of
Levi Strauss, Parliament called on the Commission to link the granting
of FEuropean business subsidies to certain economic and social
conditions (°).

129. In line with the wishes of the Luxembourg European Council (7),
at the beginning of the year the Commission instructed a high-level
group of experts, chaired by Mr Gyllenhammar, to evaluate the
economic and social impact of industrial change. In its final report,
forwarded to the Commission on 29 October, the group advocated a
concerted approach towards anticipating and preparing for change.
It believes in particular that: the social dialogue is a vital tool in this
process; large companies should publish a report on ‘managing change’,

(Y QJ C19S, 22.6.1998; Bull. 5-1998, point 1.2.21.

(3) COM(97) 128; 1997 General Report, point 150; Supplement 4/97 — Bull.
(3) COM(1998) 592; Bull. 11-1998, point 1.2.16.

(*) O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.3.16.

(%) O] €292, 21.9.1998; Bull. 7/8-1998, point 1.3.16.

(¢) O] C 328, 26.10.1998; Bull. 10-1998, point 1.2.14.

(7) Bull. 11-1997, point LS. 28.
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setting out their policies for dialogue and training; and companies which
fail to make suitable provision for employee training should not receive
public aid. The group recommended also that greater emphasis be placed
on the development of information technologies, the promotion of job-
creating sectors, the involvement of local participants in the development
of regions affected by business closures, and the creation by the Com-
mission of an observatory to address these issues.

Health and safety at work

130.  On 7 April, the Council adopted Directive 98/24/EC on the pro-
tection of the health and safety of workers from the risks related to
chemical agents (Table II), together with conclusions on the protection
of workers for whom the risk of exposure to asbestos is highest ().
Moreover, on 22 December, the Council adopted a common position on
a proposal for a directive aimed at protecting workers who may be at
risk from explosive atmospheres (Table II).

131. The Commission meanwhile proposed, on 18 March, an update
to Directive 90/394/EEC on the protection of workers from the risks
related to exposure to carcinogens (Table II), and the Council reached a
common position on the proposal on 22 December; on 3 September (2),
technical adjustments were made to Directive 82/130/EEC (3) concerning
electrical equipment for use in potentially explosive atmospheres in
mines susceptible to firedamp. The Commission also proposed, on 27
November, making adjustments to Directive 89/65S/EEC concerning the
minimum safety and health requirements for the use of work equipment
by workers, so as to provide better coverage of problems connected with

falls (Table II).

132. The Advisory Committee on Safety, Hygiene and Health Protec-
tion at Work published its 22nd annual report (*) and delivered opinions
in the fields of standardisation, training and socioeconomic appraisal.
The Safety and Health Commission for the Mining and Other Extractive
Industries organised two workshops, one focusing on safety and health
in quarries and the other dealing with safety and health in the extractive
industries. The activities of the Senior Labour Inspectors Committee

O] C 142, 7.5.1998; Bull. 4-1998, point 1.2.15.
Directive 98/65/EC (O] L 257, 19.9.1998).
OJ L 59, 2.3.1982; Sixteenth General Report, point 328.
COM(1998) 522.
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included the organisation of topic sessions devoted to inspection prac-
tices, priorities and methods, and risk assessment.

133. On 3 September, the Commission adopted a mid-term report (')

on the Community programme concerning safety, hygiene and health at
work (1996-2000) (2).

Social dialogue

134. On 20 May, the Commission adopted a communication on adapt-
ing and promoting the social dialogue at Community level (?). With the
aim of strengthening the social dialogue at European level, making it
more flexible and involving the social partners more closely in the devel-
opment and implementation of Community policies, the Commission
envisages a series of measures entailing information, consultation,
employment partnership and negotiation. This approach was endorsed
by Parliament on 18 November (). In the same vein, the Commission
put forward a proposal, on 20 May, for amending Decision 70/532/EEC
setting up the Standing Committee on Employment (Table II).

135. At cross-industry level, the Social Dialogue Committee met on five
occasions in 1998, with the social partners’ contribution to the Euro-
pean employment strategy being its main preoccupation. It also exam-
ined the Commission communication on the social dialogue (— point
134), the 1998-2000 social action programme (— point 106), and the
issues of demography and competitiveness. As announced at the 1997
Social Dialogue Summit (%), the social partners entered into negotiations
for a new agreement on fixed-term contracts. They also organised a
seminar on working time, in July, and submitted a contribution to the
Vienna European Council dealing mainly with the economic situation
and the guidelines for employment, and incorporating a code of good
practice for the integration of people with disabilities into the labour
market. At the Social Dialogue Summit in Vienna on 4 December (°), the
social partners discussed their contribution to the ‘adaptability’ pillar of
the employment strategy in the light of the Commission communication
on work organisation (— point 126).

(Y COM(1998) 511.

(?) COM(95) 282; 1995 General Report, point 619.
() COM(1998) 322; Bull. 5-1998, point 1.2.23.

() OJ C379, 7.12.1998; Bull. 11-1998, point 1.2.21.
("} 1997 General Report, point 164.

(6) Bull. 12-1998.
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136. At sectoral level, the charter on the employment of children in the
footwear sector (') was extended to the distributive trade sector, and the
social partners in the textile and clothing sector carried out an initial
appraisal of the code of conduct adopted in 1997 ().

Implementation of the protocol on social policy

137. In line with the United Kingdom’s decision, taken at the Amster-
dam European Council (%), to accept directives based on the protocol on
social policy, Directive 97/81/EC on part-time work and Directive
97/80/EC on the burden of proof in cases of discrimination based on
sex were extended to the UK on 7 April and 13 July respectively (Table
II). Welcoming the framework agreement which forms the basis of the
directive on part-time work, the Committee of the Regions, in an opin-
ion delivered on 12 March, called on the social partners to extend the
agreement to other forms of atypical work (3).

138.  Following the first round of social partner consultation resulting
from the White Paper on sectors and activities excluded from the work-
ing time directive (*), which was, moreover, the subject of an Economic
and Social Committee opinion delivered on 26 March (5) and of a Par-
liament resolution adopted on 2 July (), the Commission decided, on 31
March, to initiate the second stage of consultation (7). Negotiations were
opened in most of the sectors concerned and the social partners reached
agreement, in June, in the railway sector and, in September, in the mari-
time sector, but failed to reach agreement in the road sector. On 18
November, the Commission adopted a communication (%), four proposals
for directives (Table II), and a recommendation (°), focusing on the
working time of all workers in the excluded sectors.

139. With UNICE having declined, at the end of the consultation
process launched in 1997 (1), to negotiate on employee information and
consultation, the Commission adopted, on 11 November, a proposal for

) 1997 General Report, point 166.
) 1997 General Report, point 168.
) O] C180, 11.6.1998; Bull. 3-1998, point 1.2.20.
) COM(97) 334; 1997 General Report, point 159.
) OJ C157, 25.5.1998; Bull. 3-1998, point 1.2.19.
) OJ €292, 21.9.1998; Bull. 7/8-1998, point 1.3.17.
) Bull. 3-1998, point 1.2.18.
) COM(1998) 662; Bull. 11-1998, point 1.2.19.
) Bull. 11-1998, point 1.2.19.
%) 1997 General Report, point 170.
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a directive aimed at establishing a general framework for such informa-
tion and consultation within the Community (Table II).

Measures to promote social integration

140. The second European forum on social policy () took place in
Brussels from 24 to 26 June, bringing together more than 1300 repre-
sentatives of non-governmental, national and international organisations,
trade unions, employers’ associations, governments and EU institutions.
In this connection, an ‘open forum’ for dialogue and exchanges of in-
formation and good practice was organised by the platform of social
non-governmental organisations and the European Trade Union
Confederation.

141. On 20 January, the Commission adopted a report(*) on the
evaluation of the third Community action programme to assist people
with disabilities (), which was endorsed by Parliament on 15 Decem-
ber (*). Moreover, on 18 November, Parliament adopted a resolution on
sign language (°). The Council meanwhile adopted, on 4 June, Recom-
mendation 98/376/EC () aimed at introducing a standardised model of
parking card for people with disabilities, recognised in all the Member
States. The Economic and Social Committee, for its part, in an opinion
delivered on 1 July, drew attention to the costs of poverty and social
exclusion (7).

142. On 16 December, the Commission proposed that a Community
action programme be implemented with the aim of fostering the inte-
gration of refugees in the Member States (Table II).

Structural operations

143. On 22 June, the Commission presented its 1996/97 activity report
concerning readaptation aid for workers in the coal and steel industries
(Article 56 of the ECSC Treaty). The distribution by Member State and

(Y First forum: 1996 General Report, point 559.

() COM(1998) 15; Bull. 1/2-1998, point 1.3.21.

(%) Decision 93/136/EEC (O] L 56, 9.3.1993; Twenty-seventh General Report, point 602).
(Y Bull. 12-1998.

(°) O] C379, 7.12.1998; Bull. 11-1998, point 1.2.23.

(4 QJ 1167, 12.6.1998; Bull. 6-1998, point 1.3.19.

(7) O] C284, 14.9.1998; Bull. 7/8-1998, point 1.3.20.
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by sector of funds granted in 1998 in terms of such aid is set out in

Table 3.
TABLE 3
Readaptation aid — Appropriations committed (1998 programmes)
Steclmakmg gnd Coalmining
1Iromn-ore mlnmg
Traditional aid Traditional aid Social measures
Member State
Numfber Amount Numfhcr Amount Nur(r)]fber Amount
o (ECU) or (ECU) ] (ECU)
workers workers workers

Belgium
Denmark
Germany
Greece

Spain

France
Ireland

Italy
Luxembourg
Netherlands
Austria
Portugal
Finland
Sweden
United Kingdom

991 2973 000
2113 6 339 000

1 3000
847 1967 610

390 1170 000

260 780 000
245 735 000
5 15 000

6019 16 207 345 2770 11 080 000

2655 7 965 000 2 655 10 552 000
1248 3744 000 1162 3962 000

500 1250 000 500 1250 000

Total

4 852 13 982 610

10 422 29 166 345 7 087 26 844 000

European Foundation for the Improvement
of Living and Working Conditions

144. In 1998, the Foundation coordinated research in the six priority
areas (employment, equal opportunities, health and well-being, sustain-
able development, social cohesion, participation) identified in its four-
year programme (1997-2000) ('), organised conferences, seminars and
workshops in support of the research programme, published various
reports and participated in several international conferences.

(") 1996 General Report, point 586.
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International cooperation

145. As part of the pre-accession strategy, the Commission organised,
from 14 to 16 September in Riga (Latvia), a conference on the coordi-
nation of social security systems, with the aim of making the authorities
of the applicant central European countries more aware of the realities
of applying Community law in the social security field.

146. Various events were organised in connection with the declaration
of intent signed in May 1996 with the United States (') (symposiums on
codes of conduct and international labour standards, held in Brussels in
February, and in Washington in December; workshop on work organ-
isation, held in Brussels in June; conference on health and safety at
work, held in Luxembourg in October; conference on the role of the
information society in the employment of people with disabilities, held
in Madrid in October); also, as part of the action plan launched with
Canada in December 1996 (2), a conference on the ‘transition towards a
society of knowledge’ was held in Vancouver in November. The annual
tripartite conference with Japan took place in Brussels on 15 and 16
January, on the theme of ‘equal opportunities for women and men’.

147. Cooperation with international organisations was also continued.
From 2 to 18 June, the Commission participated in the International
Labour Organisation’s conference, which resulted in the adoption of a
declaration on fundamental principles and rights at work; a draft con-
vention on the worst forms of child labour was also examined during
the conference.

(") 1996 General Report, point 587.
() 1996 General Report, point 895.
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Section 4

Internal market

Priority activities and objectives

148. Considerable progress has been achieved in 1998 in relation to
the four strategic objectives set out in the action plan for the single
market: making the legislation more effective, removing key market dis-
tortions, removing sectoral obstacles to market integration, and deliver-
ing a single market for the benefit of all citizens. The most striking
developments took place in the fields of taxation, where all the measures
laid down in 1997 to combat harmful tax competition were imple-
mented, intellectual property, with the adoption by the European Parlia-
ment and the Council of directives on the legal protection of biotech-
nological inventions and designs and the adoption by the Commission of
a Green Paper on combating counterfeiting and piracy, and [inancial
services, with the presentation by the Commission of an overall frame-
work of measures and a number of legislative initiatives.

Implementation of the action plan for the single market

149. Under the action plan for the single market adopted in 1997 (1),
the Commission published, in May and November, a single market
scoreboard, which seeks to provide an overall view of progress on the
implementation of the action plan, the transposition of directives into
national law, the application of the legislation, the economic integration
of the single market, and the problems encountered. In December the
European Parliament (?) and the European Council (*) welcomed this ini-
tiative and urged the Member States to make further efforts to transpose
Community legislation into national law. On 9 September (?) the Eco-
nomic and Social Committee welcomed the May edition and asked the
Commission to continue issuing this publication beyond 1999. On 25
March it had also adopted an additional opinion(*) on the Commis-
sion’s action plan.

ESC(97) 1; 1997 General Report, point 180.
Bull. 12-1998.
0] C 407, 28.12.1998; Bull. 9-1998, point 1.2.13.
0] C 157, 25.5.1998; Bull. 3-1998, point 1.2.25.
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150. On 24 September (), following a Commission communication of
13 May entitled ‘Making single market rules more effective’ (3), the
Council asked the Member States to attach the highest priority to the
effective and complete transposition of single market legislation within
the deadlines set.

151. Following the Commission report on the second phase of the
SLIM initiative for simplifying legislation for the internal market (?), the
European Parliament, in February (*), and the Cardiff European Council,
in June (°), urged the Commission to extend the scope of this initiative.

152, As part of the new service ‘Europe direct’ (— point 1152) a new
programme entitled ‘Dialogue with citizens and business’ was launched
in June at the Cardiff European Council, in order to increase awareness
of the opportunities offered by the single market and at the same time
to identify any gaps in it.

153. In a communication adopted on 30 March (¢), the Commission
presented a pilot project for setting up a business test panel. By directly
consulting the firms on the panel on certain legislative proposals, the
Commission wishes to improve its information about the administrative
charges and adjustment costs which may be incurred as a result of these
proposals. The first consultation of the business test panel concerned the
proposal on tax representatives (— point 188).

154. On 7 April the European Parliament and the Council decided to
extend until 31 December 1999 the action plan for the exchange
between Member States’ administrations of national civil servants
responsible for applying the Community legislation necessary for achiev-
ing the internal market (Karolus programme), and to open this pro-
gramme to the associated countries of central Europe, the EFTA coun-
tries belonging to the EEA, and Cyprus (Table I). On 22 June they also
set up a three-year action programme which seeks, by encouraging train-
ing and information projects for the legal professions, to improve the
application of the rules of Community law (Robert Schuman project)
(Table I).

) Bull. 9-1998, point 1.2.14.
) COM(1998) 296; Bull. 5-1998, point 1.2.28.
#) 1996 General Report, point 106; 1997 General Report, point 183.
) O] C80, 16.3.1998; Bull. 1/2-1998, point 1.3.22.
) Bull. 6-1998, point 1.8. 24.
) COM(1998) 197; Bull. 3-1998, point 1.2.23.
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155. On 23 September the Commission adopted a communication on
the ‘Euro-Mediterranean partnership and the single market’ ('), which
was approved by the Council on 7 December (%) and contains an action
programme for the European Union’s Mediterranean partners, concern-
ing training, technical assistance, consultancy and cooperation and cov-
ering the various aspects of the single market (customs and taxation,
elimination of technical barriers to trade, intellectual property, financial
services, data protection, accounting and auditing, and competition).

Free movement of goods

156. On 7 December the Council adopted a resolution on the free
movement of goods (%) and a regulation establishing a Commission inter-
vention mechanism, based on an early-warning system, for eliminating
certain barriers to trade (Table H). In an own-initiative opinion of 2§
March, the Economic and Social Committee had drawn attention to the
risks of new barriers to trade resulting from the adoption by the Mem-
ber States of new regulations in fields already harmonised (3).

Application of Articles 30 to 36 of the EC Treaty

157. The Commission continued to monitor compliance with Articles
30, 34 and 36 of the EC Treaty, which concern the elimination of
restrictions on imports between Member States. At 31 December there
were 313 outstanding cases of infringement, and 167 new complaints
were lodged in 1998.

Technical aspects

158. On 22 June the European Parliament and the Council adopted
Directive 98/34/EC (*), which provides for an information procedure in
the field of technical standards and regulations (Table I) and codifies
Directive 83/189/EEC and its successive amendments. Later, on 20 July,
they adopted Directive 98/48/EC, which extends the field of application
of Directive 98/34/EC to the rules on information society services

(') COM(1998) 538; Bull. 9-1998, point 1.2.35.

(*) Bull. 12-1998.

(?) OJ C157, 25.5.1998; Bull. 3-1998, point 1.2.24.

(*) The Commission has published in allpthe Community languages an explanatory leaflet on this
procedure (Luxembourg, Office for Official Publications of the European Communities, ISBN
92-828-2786-0).
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(Table I). On 30 March the Council had stressed the need to improve
the application of the principle of mutual recognition by taking account,
in particular, of experience of the operation of Directive 83/189/EEC (1).

159. In application of Directive 83/189/EEC and subsequently of Direc-
tive 98/34/EC, the Commission received in 1998 604 notifications of
draft technical regulations, bringing the total number of notifications
received since the entry into force of Directive 83/189/EEC to 5 455. It
sent detailed opinions in 54 cases(?) on account of infringements of
Community law which the drafts under consideration were likely to
cause. The Member States sent such opinions in 89 cases(?). Further-
more, the number of notifications under the information procedure on
technical regulations provided for by the Agreement on the European
Economic Area (EEA) rose from 12 in 1997 to 37 in 1998. For its part,
the Commission sent, on behalf of the Community, a total of 10 obser-
vations (*) to EFTA countries which are signatories to the EEA Agree-
ment. This same procedure also applies informally to Switzerland. The
number of notifications from that country fell from 20 in 1997 to 13 in
1998. The Commission sent it, on behalf of the Community, 5 observa-
tions. Further information on Community activities on standardisation
can be found in Section 6 (‘Industrial policy’) of this chapter (— points
235 and 236).

160. In the chemicals sector, the European Parliament and the Council
adopted on 16 February, a directive on the marketing of biocidal prod-
ucts {Table I), and on 22 December, an extension until 31 December
2001 of the exemption granted to Austria, Finland and Sweden regard-
ing the marketing of fertiliser containing cadmium (Table I). The Coun-
cil adopted common positions on 13 October on this latter proposal, on
24 September on a proposal to recast the legislation on the classifica-
tion, packaging and labelling of dangerous preparations (Table I) and on
14 December on a proposal to amend Directive 76/769/EEC relating to
restrictions on the marketing and use of certain dangerous substances
and preparations (Table I). On 23 January, the Commission proposed a
more stringent surveillance system for the manufacture and marketing of
drug precursors (Table I).

(*y Bull. 3-1998, point 1.2.26.

(%) Figure at 1 January 1999. The time limit for issuing detailed opinions on projects notified in
1998 is 31 March 1999.

(*) Figure at 1 January 1999. The time limit for issuing observations on projects notified in 1998
is 31 March 1999.
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161. In the medicinal products sector, the Commission published on 22
July an interpretative communication (!) concerning Community market-
ing authorisation procedures (?) and adopted on 25 November a com-
munication on the single market in medicinal products (®). On 27 July it
also adopted a proposal for a regulation on orphan drugs (medicinal
products for treating rare diseases) (Table I). On 14 December the
Council adopted a regulation laying down the structure and the amounts
of the fees payable to the FEuropean Agency for the Evaluation of
Medicinal Products (Table II). In conclusions adopted on 18 May, it also
laid down general guidelines for Community policy on pharmaceutical
products (*). On 5 November, the European Parliament adopted a reso-
lution (*) on the report (°) presented in 1997 by the Commission on
homeopathic medicines.

162. On 27 October the European Parliament and the Council adopted
Directive 98/79/EC on in vitro diagnostic medical devices (Table I).

163. In the cosmetics sector, the Commission amended, on 5 March,
the Annex to Directive 76/768/EEC(7) in order to prohibit the incorpor-
ation into these products of materials likely to involve risks of transmis-
sible spongiform encephalopathies.

164. In the foodstuffs sector, the European Parliament and the Council
adopted on 15 October, Directive 98/72/EC amending Directive 95/2/EC
concerning food additives other than colorants and sweeteners (Table I).
On 8 December they also arrived at an agreement on proposals for
directives on foodstuffs treated by ionisation (Table I) and on coffee and
chicory extracts (Table I). On 10 March the European Parliament also
adopted a resolution (¥) on the Commission’s Green Paper on the gen-
eral principles of food law in the European Union (°). The Council
adopted, on 26 May, Regulation (EC) No 1139/98, which lays down
Community rules for the labelling and presentation of foodstuffs pro-
duced from genetically modified organisms (Table II) and, on 17 Decem-
ber, a common position on a proposal for a directive to extend the

) O] C229, 22.7.1998.
) Regulation (EEC) No 2309/93 and Council Directives 93/39/EEC, 93/40/EEC and 93/41/EEC
(O] L 214, 24.8.1993; Twenty-seventh General Report, point 77).
) COM(1998) 588; Bull. 11-1998, point 1.2.31.
) Bull. 5-1998, point 1.2.38.
) O] €359, 23.11.1998; Bull. 11-1998, point 1.2.30.
)} COM(97) 362.
) OJ L77, 14.3.1998.
) O] C104, 6.4.1998; Bull. 3-1998, point 1.2.27.
) COM(97) 176; 1997 General Report, point 191.
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coverage of Directive 85/374/EEC on de facto liability for defective
products to agricultural raw materials and hunting products (Table II).

165. In the motor vehicle sector, the European Parliament and the
Council adopted on 14 December a directive harmonising the type-
approval of vehicles intended for the transport of dangerous goods by °
road (Table I). The Commission adopted proposals for directives on the
following: on 2 April, the interior fittings of motor vehicles (Table I); on
23 April, liquid fuel tanks and rear protective devices for motor vehicles
(Table I); on 20 May, speedometers for two- or three-wheel motor
vehicles (Table I); and, on 28 September, heating systems for the pas-
senger compartment of motor vehicles (Table I).

166. On 22 June the European Parliament and the Council adopted a
codified version of the directive on machinery (Table I).

Veterinary and plant-health fields

167. Activities in the veterinary and plant-protection fields are dealt
with in Section 20 (‘Agricultural policy’) of this chapter (— points 563
to 569).

Customs

168. Activities relating to the operation of the customs union are dealt

with in Section 3 (‘Common commercial policy’) of Chapter V
(— points 715 to 718).

Free movement of persons

Abolition of controls at internal frontiers,
right of entry and right of residence

169. Activities relating to the abolition of controls at internal frontiers

and to rights of entry and rights of residence are dealt with in Section
1 (‘Rights of free movement and residence’) of Chapter Il (— point 18).
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Right of establishment, mutual recognition of qualifications

170. In order to facilitate the permanent exercise of the profession of
lawyer in a Member State other than that in which the qualification was
acquired, the European Parliament and the Council adopted on 16 Feb-
ruary Directive 98/5/EC, which provides in particular for establishment
under the original professional title and the replacement of the aptitude
test by a more flexible verification of professional qualifications (Table
). On 29 June the Council also adopted a common position on the
proposal for a directive, presented by the Commission in 1996, on the
recognition of diplomas in the craft, distributive trade and services sec-
tors (Table I). On 13 March () the European Parliament stated its posi-
tion on the review of Directive 85/384/EEC on the mutual recognition of
qualifications in architecture (2). On 27 May the Economic and Social
Committee adopted an own-initiative opinion on freedom to set up a
business in the single market (3).

Free movement of workers

171.  Activities relating to the free movement of workers are dealt with
in Section 3 (‘Employment and social policy’) of this chapter (— points
123 to 125).

Freedom to provide services

Financial services

172. Further to the request of the Cardiff European Council (#), the
Commission adopted on 28 October a communication (°) setting out an
overall framework for action in the field of financial services to enable
this sector to fully realise its potential in the context of the introduction
of the euro. In December the Vienna European Council welcomed this
initiative (°).

1) O] C 104, 6.4.1998; Bull. 3-1998, point 1.2.33.

2} O] L223, 21.8.1985; Ninecteenth General Report, point 285.
) OJ €235, 27.7.1998; Bull. 5-1998, point 1.2.29.

%) Bull. 6-1998, point L7.

) COM(1998) 625; Bull. 10-1998, point 1.2.27.

) Bull. 12-1998.
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173.  As part of the follow-up to its communication ‘Financial services:
Enhancing consumer confidence’ ('), the Commission adopted on 21 Sep-
tember two proposals for directives (Table 1) to define a regulatory
framework for electronic money, in particular by harmonising the con-
ditions for authorising establishments issuing such money and the pru-
dential requirements applicable to them. On 1 July it also adopted a
framework for action, which included a proposal for common action to
combat fraud and counterfeiting concerning means of payment other
than cash (= point 973). Its 1997 communication on electronic means
of payment (*) was also the subject of an opinion of the Economic and
Social Committee on 28 January (3), and of a European Parliament reso-
lution on 20 February (*).

174.  On 14 October the Commission adopted a proposal for a direc-
tive establishing a regulatory framework for the distance selling of finan-
cial services within the single market (Table I). The purpose of this pro-
posal is to guarantee the consumer a high level of protection regarding
retail financial services sold by telephone, by electronic mail or by cour-
ier while offering suppliers of financial services a clear legal framework
in this field. On 17 July the Commission also adopted two proposals for
directives on institutions for collective investment in transferable securi-
ties (Table 1), which are intended to remove the existing barriers to the
activities of such bodies while guaranteeing a high level of protection for
investors.

175. On 19 May, the European Parliament and the Council adopted
Directive 98/26/EC (Table I), which aims to reduce the systemic risks
inherent in payment and securities settlement systems and to limit the
perturbations caused by the insolvency of a participant in such a system.
On 22 June they also adopted Directives 98/31/EC, 98/32/EC and
98/33/EC (Table I), which provide, respectively, for: incorporating into
Directive 93/6/EEC on the capital adequacy of investment companies
and credit institutions more precise capital requirements for the market
risks to which such bodies are exposed; enabling all the Member States
to apply a risk weighting of 50 % instead of 100 % under Directive
89/647/EEC on a solvency ratio for credit institutions; and introducing
more precise and more realistic prudential requirements with regard, in
particular, to over-the-counter derivatives.

(') COM(97) 309; 1997 General Report, point 201.
(?) COM(97) 353; 1997 General Report, point 204.
(*) O] €95, 30.3.1998; Bull. 1/2-1998, point 1.3.43.
(*) O] C80. 16.3.1998; Bull. 1/2-1998, point 1.3.42.
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176. The application of Directive 91/308/EEC on prevention of the use
of the financial system for money laundering was the subject of a Com-
mission report on 1 July (*). In its resolution of 12 May (?), the Euro-
pean Parliament examined the Commission’s interpretative communica-
tion on freedom to provide services and the interest of the general good
in the second banking directive ().

177. On 22 October (*) and 9 September (*) respectively, the European
Parliament and the Economic and Social Committee delivered their opin-
ions on the Commission’s draft interpretative communication (°) on free-
dom to provide services and interest of the general good in the insur-
ance sector. On 29 October the European Parliament and the Council
adopted Directive 98/78/EC on the supplementary supervision of insur-
ance undertakings in an insurance group (Table I), with the main aim of
preventing insurance groups from evading the solvency requirements
imposed by the existing directives. Furthermore, on 3 December the
Commission’s White Paper on supplementary pensions in the single mar-
ket (7) was the subject of a European Parliament resolution (3) On 29
January, the Economic and Social Committee adopted an own-initiative
opinion entitled ‘Consumers in the insurance market’ (7).

Other services

178. In a communication adopted on 4 March ('), the Commission
presented a set of follow-up measures to its Green Paper on commercial
communications in the internal market (1), the purpose of which is to
facilitate the cross-border provision of such services while appropriately
protecting the public-interest objectives pursued. This communication
was adopted by the Council on 18 May ('?).

179. On 20 November the European Parliament and the Council
adopted Directive 98/84/EC on the legal protection of conditional-access
services (Table I). This directive requires the Member States to prohibit,

COM(1998) 401; Bull. 7/8-1998, point 1.3.28.
0] C 167, 1.6.1998; Bull. 5-1998, point 1.2.45.
0J €209, 10.7.1997; Bull. 6-1997, point 1.3.53.
O] C 341, 9.11.1998; Bull. 10-1998, point 1.2.30.
QO] C407, 28.12.1998; Bull. 9-1998, point 1.2.24.
1997 General Report, point 206.
COM(97) 283; 1997 General Report, point 207.
O] € 398, 21.12.1998; Bull. 12-1998.
0] C 95, 30.3.1998; Bull. 1/2-1998, point 1.3.47.
COM(1998) 121; Bull. 3-1998, point 1.2.39.
COM(96) 192; 1996 General Report, point 133.
Bull. 5-1998, point 1.2.46.
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and apply appropriate sanctions to, all commercial activities involving
unauthorised access to a protected service, such as the sale of decoders,
smart cards or pirate software, without, however, invoking the fight
against piracy to restrict the free movement of services and legitimate
conditional-access devices originating in another Member State.

180. Information on electronic commerce can be found in Section 16
(‘Information society and telecommunications’) of this chapter (— point
461).

Free movement of capital and financial integration

181. The free movement of capital and payments has for the most part
already been achieved, and the Commission ensures that the few restric-
tions which continue to appear are rapidly removed. Most of the small
number of complaints received in this connection from economic opera-
tors concern barriers to the acquisition of real estate in other Member
States. The Commission sent the Member States a questionnaire on the
legal aspects of the intra-Community investment referred to in its com-
munication of July 1997 ('), as a result of which full information was
collected on the legal provisions on such investments and on the priva-
tisation of companies previously under State control. In addition, a
gradual reduction in the obstacles to capital movements and payments
was noted in the countries which have applied for accession to the
European Union.

Taxation

182, On the basis of a communication (%) setting out a strategy for the
better functioning of mutual assistance on recovery of taxes, the Com-
mission put forward a proposal on 25 June (Table I) to amend Directive
76/308/EEC on such mutual assistance in order to (a) extend its field of
application to direct taxes and (b) to combat fraud.

Direct taxation

183. The three components of the range of measures presented by the
Commission and approved by the Council in 1997 to tackle harmful tax

('} O] €220, 19.7.1997; 1997 General Report, point 210.
(*) COM(1998}) 364; Bull. 6-1998, point 1.3.32.
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competition (') were implemented in 1998. On 9 March () the Council
decided to set up a group of representatives of the Member States and
the Commission to assess the tax measures likely to fall within the field
of application of the code of conduct for business taxation (*), while on
4 March the Commission adopted a proposal for a directive (Table II)
on a common tax system applicable to payments of interest and duties
between associated companies in different Member States, in order to
abolish taxes deducted at source on payments of interest and duties
between associated companies in different Member States, and, on 20
May, a proposal for a directive (Table II) for guaranteeing minimum
effective taxation of savings income in the form of interest within the
Community, by allowing the Member States to opt either for applying a
deduction at source of at least 20 % in the case of natural persons
residing in other countries of the Union or for communicating the infor-
mation on such payments to the Member States in which the benefici-
aries are resident for tax purposes.

184. The European Council reaffirmed in June in Cardiff (*) and in
December in Vienna (%) its determination to put an end to harmful tax
competition (*). At the Vienna meeting it also came out in favour of
reinforced cooperation on tax matters. On 18 June the European Par-
liament recommended that the measures for tackling harmful tax com-
petition be extended to cover new areas (6). On 25 November the Com-
mission adopted a first annual report on the implementation of the
measures for tackling such competition (7).

185. On 1 December the Council adopted conclusions on the external
dimension of taxation of savings (°).

Indirect taxation

186. On 30 March the European Parliament and the Council adopted
an action programme (‘Fiscalis’) to improve, by exchanging information
and coordinating the training of the civil servants concerned, the

practical application of the systems of indirect taxation in the internal
market (Table I).

("} 1997 General Report, point 211,

(?} Bull. 3-1998, point 1.2.46.

(*) 0] C2, 6.1.1998; 1997 General Report, point 211.
(*) Bull. 6-1998, point L7.

(*) Bull. 12-1998.

(5y OJ C 210, 6.7.1998; Bull. 6-1998, point 1.3.31.

(7) COM(1998) 595; Bull. 11-1998, point 1.2.36.
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187. 1In the context of the SLIM initiative (— point 151), the Com-
mission put forward a proposal on 17 June to simplify the VAT system
by replacing the Community reimbursement procedures by the possibility
for taxable persons to deduct from their periodical declarations the tax
they have paid in a Member State other than that in which they are
established (Table II). This proposal for a directive, which also provides
for restrictions on the right to deduct tax in order to reduce the dis-
parities in the rules applicable in the Community, particularly with
regard to private cars, is accompanied by a proposal for a regulation
(Table II) to set up a system of bilateral compensation of claims between
Member States and to introduce appropriate supervisory measures.

188.  On 27 November, also as part of the implementation of the SLIM
recommendations, the Commission proposed an amendment to the rules
applicable to tax representation with regard to VAT, so as to cut down
the number of cases in which the Member States can oblige a taxpayer
to appoint a tax representative (Table II).

189. On 12 October the Council adopted a directive supplementing the
Community VAT system with regard to the special system applicable to
investment gold (Table II). On 30 November the Commission proposed
that limits be set on the range of the normal VAT rate (Table ). Fol-
lowing the Commission’s 1997 report (1), the European Parliament had,
on 17 September, stated its position on the structure of reduced VAT
rates (2).

190. On 17 June the Commission adopted a communication entitled
‘Electronic commerce and indirect taxation’ (3), which contains guidelines
for ensuring the certainty, simplicity and neutrality of the Community
VAT system with regard to electronic commerce, with a view to
promoting its growth. This communication was endorsed by the Council
on 6 July(*) and by the Economic and Social Committee on 9
September (%).

191. The Commission also put forward the following proposals: on 10
February, to simplify the tax treatment of private motor vehicles trans-
ferred definitively to or used temporarily in a Member State other than
that in which they are registered (Table II); on 15 May, to make tech-

COM(97) 559; 1997 General Report, point 214.
OJ €313, 12.10.1998; Bull. 9-1998, point 1.2.28.
COM(1998) 374; Bull. 6-1998, point 1.3.30.
Bull. 7/8-1998, point 1.3.32.
OJ €377, 2.12.1998; Bull. 9-1998, point 1.2.31.
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nical adjustments to the tax system for tobacco products (Table II); and,
on 16 December, to extend certain exemptions regarding reductions in
the excise rates on mineral oils (Table ITI). On 29 April it also presented
1 communication on measures to combat excise duty fraud (— point
1014).

192. The abolition of duty-free sales with effect from 1 January 1999
was the subject of two European Parliament resolutions, on 3 April (*)
and 12 July (%), of an own-initiative opinion of the Committee of the
Regions, on 16 September (*), and of conclusions by the Vienna Euro-
pean Council in December (4). In addition, on 14 December the Council
adopted a directive and a regulation granting Germany and Austria
exemptions until 31 December 2002 regarding the flat-rate amounts of
the customs franchises (Table II).

Company law

193. TFollowing its Green Paper on the role, the position and the liabil-
ity of the statutory auditor within the European Union (%), which was
the subject of a European Parliament resolution (¢) on 15 January, the
Commission set out, in a communication adopted on 7 May, the broad
lines of a work programme in this area, the main areas of which con-
cern reviews of auditing standards, audit quality control systems and
rules on the independence of statutory auditors (7). On 7 January, the
Commission also adopted an interpretative communication concerning
certain articles of the fourth and seventh Council directives on annual
and consolidated accounts ().

Intellectual and industrial property

194. On 15 October the Commission adopted a Green Paper on com-
bating counterfeiting and piracy in the single market, with the aim of
launching a consultation to assess the impact of counterfeiting and
piracy on the European economy, the effectiveness of existing legislation

(1) O] C 138, 4.5.1998; Bull. 4-1998, point 1.2.37.
(2) O] C226, 20.7.1998; Bull. 7/8-1998, point 1.3.35.
(3) O] €375, 2.12.1998; Bull. 9-1998, point 1.2.32.
(4} Bull. 12-1998.

() COM(96) 338; 1996 General Report, point 141,
(5) O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.3.48.
{(7) Bull. 4-1998, point 1.2.35.

(3) O] C16, 20.1.1998; Bull. 1/2-1998, point 1.3.49.
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and the need for additional measures (!). The Green Paper on the Com-
munity patent and the patent system in Europe () was the subject of an
opinion of the Economic and Social Committee (3) on 25§ February, of a
Commission information note (%) on 29 July, and of a European Parlia-
ment resolution on 19 November (°).

195. On 6 July the European Parliament and the Council adopted a
directive on the legal protection of biotechnological inventions (Table I),
with the aim of providing a stable legislative framework allowing the
use of research results while taking account of the ethical aspects relat-
ing, in particular, to the protection of the human body. On 13 October
they also adopted a directive on the alignment of national provisions on
the legal protection of designs (Table I). On 24 April the Commission
proposed that the Council approve, on behalf of the Community, the
World Intellectual Property Organisation’s treaties on copyright, per-
formances and phonograms (Table III).

Data protection

196. Directive 95/46/EC on the protection of personal data (°) entered
into force on 25 October. Furthermore, the Council authorised the Com-
mission to negotiate a draft recommendation of the Council of Europe
on the protection of personal data collected and processed for insurance
purposes (Table 1), in July, and draft guidelines for the protection of
persons with regard to the collection and processing of personal data on
information highways (Table III), in March.

Public procurement

197. Following its 1996 Green Paper (7), the Commission adopted, on
11 March, a communication entitled ‘Public procurement in the Euro-
pean Union’ (%), in which it lays down the priority measures for simpli-
fying the present system, improving implementation of the rules and
developing a favourable environment for suppliers. The Council, on 18

COM(1998) 569; Bull. 10-1998, point 1.2.16.
COM(97) 314; 1997 General Report, point 220.
OJ C129, 27.4.1998; Bull. 1/2-1998, point 1.3.54.
Bull. 7/8-1998, point 1.3.37.
QJ €379, 7.12.1998; Bull. 11-1998, point 1.2.39.
OJ L 281, 23.11.1995; 1995 General Report, point 135.
COM(96) 583; 1996 General Report, point 224.
COM(1998) 143; Bull. 3-1998, point 1.2.42.
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May ('), and the Committee of the Regions, on 16 September (?),
endorsed this approach.

198. On 16 February, the European Parliament and the Council for-
mally adopted Directive 98/4/EC on procedures for awarding contracts
in the water, energy, transport and telecommunications sectors (Table I).
On 23 April the Commission also adopted a report on access to third
country public procurement in these sectors (3).

(1) Bull. 5-1998, point 1.2.47.
() O] C373, 2.12.1998; Bull. 9-1998, point 1.2.26.
(*) COM(1998) 203; Bull. 4-1998, point 1.2.36.
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Section §

Competition ()

Priority activities and objectives

199.  The Commission continued its drive to modernise Community
competition law in 1998 with the aim of ensuring that it more closely
reflected economic realities and administrative requirements. In particu-
lar, it proposed an overall review of the Community policy on vertical
restraints and new procedural rules in the field of State aid. It also
adopted a framework for State aid for training. With a view to ensuring
that markets functioned smoothly, it continued to enforce strictly the
competition rules with regard to restrictive agreements between enter-
prises, abuses of dominant positions and merger operations. For its part,
the Council adopted a regulation empowering the Commission to adopt
regulations exempting certain categories of aid and a regulation estab-
lishing new rules on aid to shipbuilding. The Community’s international
activity was marked by the signing of a new agreement with the United
States of America.

On 15 April the Commission adopted the Twenty-seventh Report on
Competition Policy (3).

Competition rules applying to businesses

200. New cases under Articles 85 and 86 of the EC Treaty totalled
509, comprising 216 notifications, 192 complaints and 101 cases where
the Commission acted on its own initiative. New cases under Articles 65
and 66 of the ECSC Treaty totalled 12. The Commission received 225
notifications and took 238 decisions under the merger regulation (Regu-
lation (EEC) No 4064/89). Lastly, it took 10 decisions under Article 66
of the ECSC Treaty.

(') Only the most significant cases are dealt. with in this section. For further details, see the
Twenty-eighth Report on Competition Policy (1998), to be published by the Office for Official
Publications of the European Communities in mid-1999 in conjunction with this General
Report. A report on the application of the competition rules in the European Union in 1998,
prepared under the sole responsibility of the Directorate-General for Competition in conjunc-
tion with the Twenty-cighth Report on Competition Policy, is also available.

(%) Bull. 4-1998, point 1.2.40.
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General rules

201. Further to its Green Paper on vertical restraints in EC competition
policy (1), the Commission adopted on 30 September a communica-
tion () accompanied by proposals for amendments to Regulation No 17
(Table II) and Regulation 19/65/EEC (Table II) with the aim of creating
conditions for the adoption of a single block exemption covering all ver-
tical restraints between producers and distributors in respect of interme-
diate and final goods and in respect of services, except for a limited
number of hard-core restraints. The principal objective of this block
exemption is to grant companies which lack market power a safe har-
bour within which it is no longer necessary for them to assess the valid-
ity of their agreements in the light of the EC competition rules. The
Commission advocates inclusion in the block exemption of market-share
thresholds beyond which companies cannot avail themselves of this safe
harbour.

202. After consulting the parties concerned by its notice of May
1997 (3), the Commission adopted on 7 January, a notice concerning the
status of voice communications on the Internet viewed from the angle of
competition law (*) in which it takes the view that these communications
do not at present constitute voice telephony since they do not yet satisfy
all the criteria laid down in the definition of this service in the Com-
munity directives. With a view to enhancing transparency, it also
adopted on 31 March a notice on the application of the competition
rules to access agreements in the telecommunications sector which spells
out the principles underlying these agreements, the relationship between
competition law and sector-specific legislation, and the way in which
competition law is applied across the sectors involved in the provision of
new telecommunications services (°).

Prohibited restrictive agreements

203. On 28 January, the Commission fined the car manufacturer
Volkswagen ECU 102 million for prohibiting its Italian dealers from sell-
ing Volkswagen and Audi cars to foreign buyers, mainly from Germany
and Austria, thereby restricting intra-Community trade ().

) COM(96) 721; 1997 General Report, point 232.
) COM(1998) 544; Bull. 9-1998, point 1.2.36.
) 1997 General Report oint 236.
} OJ Cé6, 10.1.1998; BuFl 1/2-1998, point 1.3.55.
) Bull. 3- 1998 point 1.2.50.
) OJ L124, 25.4.1998; Bull. 1/2-1998, point 1.3.57.
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204. On 21 January, acting under Article 65 of the ECSC Treaty, the
Commission prohibited a price cartel in the stainless steel sector. The six
companies concerned had agreed on a concerted change in the method
for calculating a price supplement known as the ‘alloy surcharge’,
thereby contributing to a substantial increase in prices for stainless
steel (1).

205. On 14 October, the Commission imposed fines of ECU 50.2 mil-
lion on British Sugar, Tate & Lyle, Napier Brown and James Budgett for
concluding pricing agreements on the white granulated sugar market.
Between 1986 and 1990, the four companies, which held 90 % of the
UK market, pursued a concerted strategy of higher pricing on both the
industrial and retail markets. Tate & Lyle benefited from a reduced fine
to take account of the fact that it had cooperated with the Commission
in providing evidence ().

206. On 21 October, the Commission decided to condemn a district
heating pipe cartel and to fine the participants ECU 92.21 million for
market sharing, price fixing and bid rigging. The cartel began in Den-
mark and soon extended to all the Member States (3).

207. On 11 March, the Commission condemned the exclusivity condi-
tion imposed by Unilever as part of its terms for supplying freezer cabi-
nets on the Irish ice-cream market. Unilever supplied freezer cabinets to
its retailers solely on the understanding that they were used exclusively
for the storage of Unilever products ().

208. On 16 September, the Commission condemned a number of agree-
ments entered into under the Trans-Atlantic Conference Agreement
(TACA). It found that several of these agreements, which essentially con-
cerned price fixing, constituted restrictions on competition which were
incompatible with Article 85(1) of the Treaty and that they did not
qualify either for the group exemption for shipping conferences or for
an individual exemption pursuant to Article 85 (3). The Commission also
decided to impose a fine of ECU 273 million on TACA members for
abusing a dominant position ().

(1) OJ L 100, 1.4.1998; Bull. 1/2-1998, point 1.3.58.
{?) Bull. 10-1998, point 1.2.43.

(*) Bull. 10-1998, point 1.2.45.

{?) OJ L246, 4.9.1998; Bull. 3-1998, point 1.2.51.
(*} Bull. 9-1998, point 1.2.38.
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Permissible forms of cooperation

209. On 27 May, on completion of the first case dealt with under new
Article 2(4) of Regulation (EEC) No 4064/89 (— points 214 et seq.), the
Commission authorised the creation of a joint venture between Telia,
Telenor Nextel, and Schibsted Multimedia which will offer Internet ser-
vices to Swedish users (). On 23 June it authorised the creation of a
joint venture between Deutsche Telekom, France Télécom and the Enel
Group which will provide a full range of telecommunications services in
Italy (). On 8 July the Commission authorised the acquisition by British
Telecom, Air Touch and Grupo Acciona of joint control over Airtel, a
company active in mobile telephony in Spain (?). These three operations
will not create or strengthen a dominant position or lead to anti-com-
petitive cooperation on the part of the parent companies.

210. In the context of transatlantic alliances between airlines, the Com-
mission published on 30 July a communication (*) which proposed rem-
edies pursuant to Article 89(1) of the EC Treaty with a view to exempt-
ing the alliances agreed between British Airways and American Airlines
and between Lufthansa, SAS and United Airlines. The Commission’s
proposals are designed to open up the routes operated by these alliances
to new entrants.

Dominant positions

211. By decision of 14 January, the Commission noted that the com-
pany operating Frankfurt airport, which has a monopoly in ramp-hand-
ling services at the airport, had abused its dominant position by prohib-
iting both self-handling (by airline companies themselves) and third-party
handling (by denying other companies access to the ramp). It therefore
ordered the company to end its monopoly (°).

212. On 12 June, the Commission found that Aéroports de Paris had
also abused its dominant position by imposing discriminatory commer-
cial fees on service providers or airlines providing groundhandling or
self-handling services such as catering, cleaning and freight handling. It
therefore ordered the company to discontinue this practice (°).

) Bull. 5-1998, point 1.2.54.
) Bull. 6-1998, point 1.3.37.
3) Bull. 7/8-1998, point 1.3.45.
} O] €239, 30.7.1998; Bull. 7/8-1998, point 1.3.40.
) OJ L72, 11.3.1998; Bull. 1/2-1998, point 1.3.64.
) OJ L252, 12.9.1998; Bull. 6-1998, point 1.3.38.
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213. By decision of 17 June, the Commission imposed a fine of ECU 6
million on AAMS (Amministrazione autonoma dei monopoli dello Stato)
for abusing its dominant position on the Italian market for the whole-
sale distribution of cigarettes and ordered it to discontinue its discrimi-
natory arrangements. AAMS protected its own cigarette production by
its long-standing practice of imposing on foreign manufacturers whole-
sale distribution contracts containing numerous restrictive clauses which
limited access to the Italian market (1).

Mergers

214. In 1998 the Commission received 225 notitications and adopted
238 final decisions under the merger regulation (Council Regulation
(EEC) No 4064/89 of 21 December 1989 on the control of concentra-
tions between undertakings) (2). Most of the cases were cleared at the
end of the first stage of examination, lasting one month, but the Com-
mission found it necessary to initiate the second stage of examination,
lasting a further four months, in respect of 10 planned operations. In
most of these cases, the Commission made its authorisation subject to
conditions.

215. Regulation (EC) No 1310/97 (®), which amends Regulation (EEC)
No 4064/89, entered into force on 1 March (Table II). Fourteen cases
were notified on the basis of the new thresholds provided for by this
regulation. Fourteen notified cases concerned joint ventures and required
the simultaneous application of the merger regulation and Article 85 of
the EC Treaty.

216. On 4 February, the Commission authorised Hoffmann-La Roche
to acquire Boehringer Mannheim subject to compliance by Hoffmann-La
Roche with its undertaking to divest most of its clinical chemistry in
vitro diagnostics business and to license Roche’s PCR technology (?).

217. On 11 February, the Commission authorised the acquisition by
Agfa Gevaert AG of DuPont’s graphic arts business on the basis of an
undertaking by Agfa to end exclusive arrangements which would have

') Bull. 6-1998, point 1.3.39.

%) OJ L 395, 30.12.1989; Twenty-third General Report, point 376.
41997 General Report, point 242.

4 Bull. 1/2-1998, point 1.3.87.
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bound the new company to equipment suppliers and distributors, no-
tably as regards negative offset printing plates ().

218. On 20 May, the Commission authorised the merger between Price
Waterhouse and Coopers & Lybrand, two of the ‘Big Six’ auditing and
accounting firms. After an investigation, it concluded that the merger
would not create or strengthen a position of dominance on any of the
national large company markets for audit and accounting services; large
companies are dependent for such services on the Big Six since only they
can provide them. The Commission carried out a two-pronged investi-
gation from the viewpoint of both single and collective dominance ().

219. By two decisions adopted on 27 May, the Commission prohibited
the Bertelsmann/Kirch/Premiére and Deutsche Telekom/BetaResearch
mergers. The purpose of these projects is the acquisition by CLT-UFA
(linked to the Bertelsmann Group) and Kirch of joint control of the pay-
television channel Premiére and of BetaDigital, which was under the sole
control of Kirch, and the acquisition by CLT-UFA, Kirch and Deutsche
Telekom of BetaResearch, also under the sole control of Kirch. Both
operations would have created the framework for digital pay-television
in Germany. Premiére would have achieved a monopoly position as a
programme platform and as a marketing platform. At the same time, a
dominant position would have been achieved by BetaDigital for technical
services for pay-television and by Deutsche Telekom as regards cable
transmission; Deutsche Telekom would also have strengthened its domi-
nant position for cable networks. The commitments proposed by the
parties were deemed insufficient to resolve the numerous competition
problems identified ().

220. On 8 July, the Commission authorised the merger between World-
com and MCI, subject to the fulfilment of certain undertakings. The
merger would have given these two telecommunications companies a
combined market share of some 50 % of the market for ‘top-level’ or
universal Internet connectivity. They agreed to divest MCI’s Internet
assets to an independent third party. This case was the subject of close
cooperation with the US authorities (*).

221. On 11 November, the Commission authorised, subject to condi-
tions, the acquisition by Skanska of Scancem, both companies being

Bull. 1/2-1998, point 1.3.94,
Bull. 5-1998, point 1.2.61.
Bull. 5-1998, point 1.2.64.
Bull. 7/8-1998, point 1.3.44.
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active in the building materials business in Scandinavia. It concluded
that the operation would reinforce the dominant position of the new
company on the Swedish cement market and would create a dominant
position on the markets for ready-mix concrete, dry-packed concrete and
precast concrete. Skanska has undertaken to sell its stake in Scancem
and to divest Scancem’s cement business to an independent buyer (1).

State aid

General policy

222. During the year (?) the Commission received 714 (°) notifications
of new aid schemes or amendments to existing aid schemes and regis-
tered 135 (*) cases of unnotified aid schemes. In 568 (%) cases it decided
not to raise any objection; in 100 (°) cases it decided to initiate proceed-
ings under Article 93(2) of the EC Treaty or Article 6(4) of Decision
No 3855/91/ECSC (7), as a result of which it took 26 (¥) positive final
decisions, 40 (°) negative final decisions and 11('°) conditional final
decisions. It decided to propose appropriate measures under Article
93(1) of the EC Treaty in respect of 5 (') existing aid schemes.

223. On 1 July, the Commission adopted its sixth survey on State aid
in the European Union in manufacturing and certain other sectors ('?).
The survey covers the years from 1994 to 1996 and includes for the
first time Austria, Finland and Sweden. On 18 February, the Commis-
sion adopted a proposal for a Council regulation (Table II) laying down
detailed rules for the application of Article 93 of the EC Treaty which
are designed to codify and clarify the procedural rules applicable to the
processing of State aid. On 16 November, the Council endorsed this pro-
posal pending a Parliament opinion. On 7 May, it adopted Regulation
(EC) No 994/98 (Table II), which empowers the Commission to adopt

Bull. 11-1998, point 1.2.42,

Fof a discussion of the most significant cases, see the Twenty-eighth Report on Competition
Policy.
Of which 6 in the coal industry, 44 in transport, 276 in agriculture and 46 in fisheries.
Of which 0 in the coal industry, 0 in transport, 32 in agriculture and 6 in fisheries.
Of which 3 in the coal industry, 15 in transport, 204 in agriculture and 38 in fisheries.
Of which 0 in the coal industry, 9 in transport, 25 in agriculture and 0 in fisheries.
O] L 362, 31.12.1991; Twenty-fifth General Report, point 254.
Of which 2 in the coal industry, 3 in transport, 5 in agriculture and 0 in fisheries.
Of which 1 in the coal industry, 2 in transport, 6 in agriculture and 0 in fisheries.

) Of which 0 in the coal industry, 1 in transport, 2 in agriculture and 0 in fisheries.

} Of which 0 in the coal industry, 0 in transport, 2 in agriculture and 0 in fisheries.

) COM(1998) 417; Bull. 7/8-1997, point 1.3.68.
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block exemption regulations for certain categories of horizontal aid and
for aid below a given threshold.

Horizontal aid

224. On 22 July, the Commission adopted a framework for State aid
for training ('). The framework clarifies the circumstances in which pub-
lic funding for training may be caught by the competition rules on State
aid. It also sets out the criteria which the Commission will apply in
ascertaining whether aid is compatible with the common marker.

225. On 11 November, the Commission adopted a notice on the appli-
cation of the State aid rules to measures relating to direct business tax-
ation (%), in which it sets out the criteria it will apply when examining
or reviewing Member States’ tax arrangements,

Industry schemes

226. On 29 June, the Council adopted Regulation (EC) No 1540/98,
which establishes new rules on aid to shipbuilding (Table II). This reg-
ulation, which replaces Directive 90/684/EEC (3) with effect from 1
January 1999, is designed to make shipbuilding subject to arrangements
similar to those for other industries, among other things by prohibiting
contract-related operating aid with effect from 31 December 2000. On
21 January, the Commission adopted an initial report on the monitoring
of restructuring programmes for shipyards in Germany and Spain (*).

227. On 8 May, the Commission adopted a mid-term report (1994-
97)(°) on the application of Community rules for State aid of the Mem-
ber States to the coal industry (¢). On 24 March, it also adopted a
report on the application of those rules in France, Germany, Portugal,
Spain and the United Kingdom in 1995 (.

) Bull. 7/8-1998, point 1.3.70.
) Bull. 11-1998, point 1.2.49.
) OJ L 380, 31.12.1990; Twenty-fourth General Report, point 205.
) SEC(1998) 71.
) COM(1998) 288; Bull. 5-1998, point 1.2.123.
) Decision No 3632/93/ECSC (O] L 329, 31.12.1993; Twenty-seventh General Report, point
288).
(") Bull. 3-1998, point 1.2.109.
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228. In response to a request from the Amsterdam European Coun-
cil ("), the Commission adopted on 17 June a report on services of gen-
eral economic interest in the banking sector (*) pursuant to which it will
in future apply Article 90(2) of the EC Treaty to the sector on a case-
by-case basis.

Regional schemes

229. The new multisectoral framework adopted in 1997 () came into
force on 1 September. In addition, as part of the implementation of the
guidelines on national regional aid(*), the Commission updated the
national ceilings for aid coverage in December using the latest figures (°).
In February, it had proposed appropriate measures to the Member States
in order to set an expiry date of 31 December 1999 for the current
maps of regions eligible for regional aid with a view to harmonising that
date and aligning it on that for the Structural Funds and in order to
amend, where appropriate, the existing schemes expiring after 31
December 1999 so as to bring them into line with the new rules. These
measures were accepted by all the Member States.

International cooperation

230. The agreement with the United States of America regarding the
consolidated application of positive comity principles (¢) was signed on 3
and 4 June and entered into force on 4 June (Table III). The Commis-
sion proposed, also on 4 June, that a draft agreement be concluded with
Canada concerning the application of competition law (Table III). This
draft agreement lays down arrangements for cooperation in the field
between the two partners and contains provisions on positive comity.

("} Bull. 6-1997, point 1.3.

() SEC(1998) 835.

(*) 1997 General Report, point 264.
(*) 1997 General Report, point 265.
(%) Bull. 12-1998.

(°} 1997 General Report, point 266,
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Section 6

Industrial policy

Priority activities and objectives

231. In 1998 the Commission continued to analyse the key factors in
the competitiveness of European industry and implement the measures
announced in its communications on the benchmarking of competitive
performance. It also launched an initiative designed to enable business
services to make a greater contribution to industrial efficiency. Last but
not least, it attached particular importance to taking the enviromwment
into account in industrial policy and, in this connection, adopted a com-
munication on the competitiveness of the recycling industries.

Industrial competitiveness

General

232. To follow up its communication on the benchmarking of competi-
tive performance ('), the Commission worked jointly with Member States
on four pilot projects on the benchmarking of framework conditions in
the areas of financing innovation (lead country: Denmark), new tech-
nologies and organisational change (lead country: Finland), logistics (lead
country: Ireland) and skills (lead country: Spain). On 16 November, the
Council approved the results of these projects and called on the Com-
mission to submit proposals for wider use of benchmarking (2). In prepa-
ration for the Council’s discussions on competitiveness on 16 November,
the Commission presented a report on the competitiveness of European
industry in 1998 (3).

233. On 14 May, the European Parliament adopted a resolution on the
competitiveness of European industry calling, in particular, for measures
to improve the underlying conditions for companies, for the creation of
European structures capable of bringing industrial partners together in

(1) COM(97) 153; 1997 General Report, point 268.
(*) Bull. 11-1998, lpoint 1.2.66.
(?) Document available from the Office for Official Publications of the European Communities.
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major research cooperation projects and for adoption of the European
company statute ().

International industrial cooperation

234. The Commission continued to promote international industrial
cooperation in accordance with the principles set out in its 1994 com-
munication on industrial competitiveness (?). The measures to promote
cooperation between companies from the European Union and from the
central Furopean countries focused on helping the latter to adjust to the
existing Community legislation and to the conditions of competition pre-
vailing on the internal market. In particular, the Commission supported
an event organised by the Federation of Austrian Industry with a view
to closer cooperation between industrial federations to help industries in
central European countries to gear up for joining the European Union.
The industrial development programme in Bosnia-Herzegovina, which
relies heavily on cooperation with the private sector in the Furopean
Union, became operational in January. To follow up the declaration
adopted at the Euro-Mediterranean Conference of Industry Ministers in
1996 (°), two projects were started — one on industrial zones, and the
other on specialised service centres — and a report was produced on the
legal aspects of promotion of foreign investment in the Mediterranean
countries. Meetings between industrialists were organised in Turkey and
Lebanon. The second round table (*) for industrialists from Russia and
the European Union, held in May, set up working parties. In Asia, the
Commission concentrated on closer cooperation on high-tech activities
(software in India and joint development of subcontracting products
using information technologies in China). In Latin America, the Com-
mission continued to encourage partnerships between the private sector
in Europe and Latin America in branches of industry undergoing rapid
changes and forced to adapt to fiercer competition, for example motor
industry suppliers (growing strongly in the Mercosur countries, largely as
a result of investment in these countries by European manufacturers)
and environmental industries.

" O C167, 1.6.1998; Bull. 5-1998, point 1.2.82.

2} COM(94) 319; 1994 General Report, point 203; Supplement 3/94 — Bull.
3} 1996 General Report, point 188.

%) First round table: 1997 General Report, point 269.
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Standardisation

235. On 13 May, the Commission adopted a report(!) on efficiency
and accountability in Furopean standardisation under the new
approach (?), examining to what extent a balance has been struck
between the voluntary nature of standardisation, the independence of the
standardisation organisations and the need for accountability in order to
draw on standards in regulatory policy, and drawing practical conclu-
sions. To follow up this report, on which the Council adopted conclu-
sions on 18 May (%), various measures were started, notably the set-
ting-up of a global information system on the Internet by the European
standardisation bodies. Last but not least, the cooperation agreement
between the Commission and the European standardisation bodies ()
was updated and several initiatives were taken with the cooperation of
these bodies in the field of information and communication technologies,
notably on electronic commerce to follow up the Commission commu-
nication on the subject (°).

236. A mecting was held in Geneva in September to follow up the
Global Standards Conference (¢) and examine the progress made world-
wide on electronic commerce, services to the public, use of information
and communication technologies by individuals, and interoperability of
communications infrastructure. Projects were started under the PHARE
programme (—> points 812 et seq.) to encourage central European coun-
tries to participate in European standardisation.

Quality policy

237. The Commission continued to implement the quality policy out-
lined in its communications on benchmarking and competitive perform-
ance (7). Information and awareness campaigns on quality were targeted
on industrial undertakings, aimed, in particular, at promoting tools such
as self-assessment and benchmarking. The fourth European Quality
Week was held in November with the theme ‘Quality in Europe: sharing

(1) COM(1998) 291; Bull. 5-1998, point 1.2.30.

(*) Nineteenth General Report, point 210.

(*) Bull. 5-1998, point 1.2.31.

(%) Eighteenth General Report, point 139.

(°) COM(97) 157; 1997 General Report, point 499.

{¢) 1997 General Report, point 270.

(7) COM(96) 463; COM(97) 153; 1996 General Report, point 186; 1997 General Report, point
268.
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benefits, sharing responsibilities’. The European quality prizes for SMEs
and big businesses were awarded in October.

Business services

238. On 21 September, the Commission adopted a communication (')
on the contribution of business services to industrial performance
proposing a common policy framework to improve the information
available on business services and remove the barriers to access to
this market in the Member States in order to create a single market
in business services. This approach was endorsed by the Council on 16
November (2).

Industry and environment

239. In June the Cardiff European Council restated the need to inte-
grate environmental concerns in all Community policies, as called for by
the Amsterdam Treaty (). As part of its industrial policy, the Commis-
sion continued to implement the concept of sustainable industrial devel-
opment by promoting eco-efficiency strategies and developing tools and
indicators for environmental performance and management in industry.
It also encouraged the use of environmental instruments based on mar-
ket mechanisms, risk assessment, and economic analysis of environmen-
tal regulations, particularly as regards climate change, water and waste
management. Special attention was also paid to the negotiation of envi-
ronmental agreements with industry (particularly the motor industry).
More detailed information about taking environmental considerations
into account in industry is given in Section 17 (‘Environment’) of this
chapter (— points 487 et seq.).

(Y COM(1998) 534; Bull. 9-1998, point 1.2.56.
(*) Bull. 11-1998, point 1.2.65.
{*) Bull. 6-1998, point L11.
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Individual sectors

Steel industry

240. On 26 January (') and 20 July (?) respectively, the Commission
adopted the forward programmes for steel for the first and second
halves of 1998. On 15 December it adopted the draft forward pro-
gramme for steel for the first half of 1999 and for 1999 as a whole (3.
As part of the pre-accession strategy, it also adopted a communication
entitled ‘A global approach to promote regional and social conversion
and to facilitate industrial restructuring in the central and east European
countries: the case of steel’ (— point 807) on 7 April and organised a
multilateral forum on steel in these countries on 22 and 23 October. On
the basis of the results of the studies begun in 1996 and 1997 on the
steel industry in Russia and Ukraine (4), assistance was provided to steel
undertakings in these two countries, particularly on management and
control.

241. The restructuring of the steel industry and imports of steel into
the Community were the subject of conclusions adopted by the Council
on 16 November (%), and a resolution adopted by the ECSC Consultative
Committee on 23 October ().

Raw materials industry

242. In accordance with the guidelines set out in its 1996 report on
the non-energy extractive industry (7), the Commission focused in par-
ticular on the environmental performance of the sector and on certain
external aspects. For example, the dialogue with Russia on the mining
and raw materials industries was put on an mstitutional footing by
setting up a subcommittee under the partnership and cooperation
agreement,

(Y OJ C31, 29.1.1998; Bull. 1/2-1998, point 1.3.137.
() Q] C 233, 25.7.1998; Bull. 7/8-1998, point 1.3.110.
(*) Bull. 12-1998.

(*) 1997 General Report, point 275,

(*) Bull. 11-1998, point 1.2.67.

(°} Bull. 10-1998, point 1.2.63.

{7) 1996 General Report, point 193,
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Chemical industry

243. To follow up its communication on an industrial competitiveness
policy for the European chemical industry ('), the Commission organised
two seminars in conjunction with the German Chemical Industry Fed-
eration — one in September on the promotion of environmental agree-
ments, and the other in October on the comparative analysis of com-
petitiveness.

Wood and paper industry

244. The Commission published a reference document on best available
techniques in the pulp and paper industries (%), launched studies, in con-
junction with the industry, on the competitiveness of the European
wood-processing and publishing industries and on renewable energy
sources and energy from biomass, and carried out an analysis of the
structure and operation of the construction timber market in preparation
for a review of Directive 68/89/EEC concerning the classification of
wood in the rough (?). The Advisory Committee on Community Policy
regarding Forestry and Forestry-based Industries (%), which was reorgan-
ised in 1997 (%), held two plenary sessions. At international level, the
European Union took part in the second session of the Intergovernmen-
tal Forum on Forests (?) in August and September.

Mechanical engineering industry

245. The Commission updated the programme to monitor develop-
ments in the competitiveness of the European mechanical engineering
industry established to follow up its 1994 communication (°). It also
continued to organise regular dialogue meetings with the industry. As
part of the enlargement process, negotiations started on protocols with
Hungary and the Czech Republic on mutual recognition of conciliation
procedures for medical devices, pressure equipment, gas appliances and
machinery. A start was made on the implementation of the mutual
recognition agreements with Australia, Canada, New Zealand and the
United States (— point 729) concerning medical devices.

COM(96) 187; 1996 General Report, point 193.
1997 General Report, point 278.
O] L 32, 6.2.1968.
Seventeenth General Report, point 194,
Decision 97/837/EC (O] L 346, 17.12.1997).
COM(94) 380; 1994 General Report, point 223.
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Electrotechnical industry

246. The Commission published the study started in 1997 (') on the
competitiveness of the electrotechnical industry in the European Union.

Motor industry

247. The high-level dialogue group set up in 1997(2) met twice in
1998. The Commission also continued to promote industrial cooperation
activities to assist small suppliers of motor vehicle components. The
accession of the European Union to the revised 1958 UN-ECE agree-
ment on the approval of motor vehicle equipment and parts became
effective on 24 March (Table III).

Maritime industries

248. On 6 February (3), the Economic and Social Committee approved
the Commission communication on a new shipbuilding policy (*). Rep-
resentatives of all branches of the industry, the Member States and the
Commission met in Lisbon on 2 and 3 June at the ninth plenary session
of the Maritime Industries Forum. Also in Lisbon, the results of the G7
maritime information society initiative (MARIS) were presented at a con-
ference on 8 September.

Aerospace industry

249. The communication entitled ‘The European aerospace industry:
meeting the global challenge’ (°) was welcomed by the Economic and
Social Committee on 28 January (¢), by the European Parliament on 19
November (7) and by the European industry and the Member States.
Most of the players concerned recognised the need to restructure this
industry and to create an integrated European grouping in the aerospace
and defence sectors.

(!) 1997 General Report, point 280.

(?) 1997 General Report, point 282.

() O] C129, 27.4.1998; Bull. 1/2-1998, point 1.3.140.
(*}) COM(97) 470; 1997 General Report, point 284.

(°) COM(97) 466; 1997 General Report, point 286.

(6) O} C95, 30.3.1998; Bull. 1/2-1998, point 1.3.139.

{(7) OJ €379, 7.12.1998; Bull. 11-1998, point 1.2.68.
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Space industry

250. The European Parliament, on 13 January ('), and the Economic
and Social Committee, on 28 January (%), both endorsed the strategy
outlined in the communication on the European Union and space ().
The Commission strengthened its ties with the space industry and service
providers, who approved its proposal to set up a European space indus-
try forum.

Defence-related industries

251. The Commission communication on implementing FEuropean
Union strategy on the defence-related industries (*) and the action plan it
contained were welcomed by the Economic and Social Committee on
2 July(®). The Commission proposed a revision of the Community
arrangements for monitoring exports of dual-use goods (— point 727)
and launched consultations on other topics included in the action plan.
Matters relating to the restructuring of the defence industries were dis-
cussed at a high-level meeting bringing together for the first time the
Commission, the Member States’ ministries concerned, the Western Euro-
pean Union and the Western European Armaments Group.

Railway industry

252. The Commission continued to examine, in conjunction with the
industry, the structural problems of the railway industry and the work
involved in drawing up technical specifications for interoperability to
implement Directive 96/48/EC on the interoperability of the trans-Euro-
pean high-speed rail system (). It also launched the mass transit rail ini-
tiative for Europe (MARIE) designed to establish regular dialogue
between industrialists, operators and local authorities with regard to
urban and regional railways.

(") OJ C34, 2.2.1998; Bull. 1/2-1998, point 1.3.138.

(*) O] €95, 30.3.1998; Bull. 1/2-1998, point 1.3.139.

(*) COM(96) 617; 1996 General Report, point 202.

(*} COM(97) 583; 1997 General Report, point 288.

(%) O] €284, 14.9.1998; Bull. 7/8-1998, point 1.3.113.
(°) O] L235, 17.9.1996; 1996 General Report, point 327.
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Textiles and clothing

253. The Economic and Social Committee, on 29 April (), the Euro-
pean Parliament, on 30 April (?) and 14 July (3), and the Council, on 7
May (%), all welcomed the action plan for the competitiveness of the
European textile and clothing industry submitted by the Commission ()
and called for it to be implemented.

Biotechnology

254. In conjunction with the UK Presidency, the Commission organised
a conference on the prospects for modern biotechnology in Brussels on
25 June. It also stepped up the dialogue with the leading players on the
international stage, namely the USA and Japan, particularly in the con-
text of transatlantic business dialogue.

Information and communication technologies industry

255, To implement the action plan set out in its 1997 communication
on the information and communication technologies industries (°), the
Commission started activities to promote standardisation, raise aware-
ness of technologies and technological development and improve skills.
The European Parliament considered skills vital to the industry’s com-
petitiveness in a resolution adopted on this communication on 30
April (7). Action was taken to define and disseminate job and general
training profiles for the main activities in the information and commu-
nications technologies industries in order to develop education pro-
grammes tailored more closely to the needs of the industry.

Construction industry

256. The Economic and Social Committee, the European Parliament
and the Council welcomed, on 29 April (8), 30 April (°) and 7 May (19)

Y O] C214, 10.7.1998; Bull. 4-1998, point 1.2.63.

2y O] C152, 18.5.1998; Bull. 4-1998, point 1.2.63.

) O] €292, 21.9.1998; Bull. 7/8-1998, point 1.3.112.
4} Bull. 5-1998, point 1.2.84.

) COM(97) 454; 1997 General Report, point 290.

©) COM(97) 152; 1997 General Report, point 293.

7) O] C152, 18.5.1998; Bull. 4-1998, point 1.2.61.

) O] C214, 10.7.1998; Bull. 4-1998. point 1.2.64.

) O] C152, 18.5.1998; Bull. 4-1998, point 1.2.64.
Bull. 5-1998, point 1.2.85.
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respectively, the communication from the Commission on the competi-
tiveness of the construction industry (') and called on the Commission to
implement an action plan for this industry. The Commission started
broad consultations with the Member States and the industry to this
end. It also virtually completed its programme of standardisation man-
dates for the construction products sector (*) with the adoption of 19
decisions (®) establishing the procedures for attesting the conformity of
given families of products and defining the corresponding standardisa-
tion mandates for the European standardisation bodies.

Recycling industries

257. On 22 July, the Commission adopted a communication on the
competitiveness of the recycling industries (*). Noting that recycling is an
important component of waste management strategy and an industrial
activity with promising growth potential but constrained by imperfect
markets and structural weaknesses, the Commission proposed action on
four main fronts: standardisation, enhancing market transparency, inno-
vation, and changes in the regulatory framework. It also set up a recy-
cling forum bringing together all concerned, from both the private and
public sectors, to identify the action to be taken. The Council endorsed
the Commission’s approach in conclusions adopted on 16 November (°).

(") COM(97) 539; 1997 General Report, point 295.

) 1996 General Report, point 213; 1997 General Report, point 295.

() OJ L42, 14.2.1998; O L 80, 18.3.1998; OJ L 127, 29.4.1998; OJ L 194, 10.7.1998; O]
L 201, 17.7.1998.

(YY) COM(1998) 463; Bull. 7/8-1998, point 1.3.111.

() Bull. 11-1998, point 1.2.69.
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Section 7

Enterprise policy, distributive trades,
tourism and cooperatives

Priority activities and objectives

258. During 1998, the second year of operation of the third multi-
annual programme for small and medium-sized enterprises (SMEs) (1),
the European institutions took initiatives aimed at promoting entrepre-
neurship and improving access to finance for innovative, job-creating
SME:s.

Policy to assist SMEs and the craft sector

Enterprise policy and entrepreneurship

259. In a communication adopted on 7 April (%), the Commission pre-
sented a set of priority measures to be implemented at national and
European levels in order to promote entreprencurship in Europe. These
comprise on the one hand measures targeted at individuals to encourage
them to start up businesses and equip them with the necessary skills to
make their businesses successful and on the other proposals for estab-
lishing a favourable environment for the creation, growth and longevity
of businesses. This communication was the subject of a favourable opin-
ion adopted by the Economic and Social Committee on 27 May (3).

Improving the business environment and access to finance

260. On 30 April, the BEST task force, which was set up in 1997 (%)
to further the simplification of the administrative environment for busi-
nesses, submitted a report to the Commission containing recommenda-
tions for improving the quality of legislation and reducing the con-
straints on the development of businesses, particularly SMEs. As

(') ©OJ L6, 10.1.1997; 1996 General Report, point 215. This programme has been opened up to
seven countries of central Europe (— point 809).

(3) COM(1998) 222; Bull. 4-1998, point 1.2.66.

(*) OJ €235, 27.7.1998; Bull. 5-1998, point 1.2.88.

(*) 1997 General Report, point 297.
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requested by the Cardiff European Council ('), on 30 September the
Commission adopted a communication (?) on an action plan for imple-
menting these recommendations at Community, national and regional
levels.

261. Further to its 1997 communication (), on 25 March the Com-
mission adopted a proposal for a directive on combating late payment in
commercial transactions (Table I). It also adopted, on 24 March (*), an
assessment of the results of the 1994 recommendation on the transfer of
small and medium-sized businesses (°). For its part, in a resolution
adopted on 14 July (°) the European Parliament expressed support for
the guidelines set out in the Commission’s communication on the par-
ticipation of European Economic Interest Groupings (EEIGs) in public
contracts and programmes financed by public funds (7).

262. On 19 May, the Council adopted Decision 98/347/EC on meas-
ures of financial assistance for innovative and job-creating SMEs (Table
I1). This decision, which follows from a proposal presented by the Com-
mission on 21 January, fits into the initiative for employment launched
by the European Parliament and approved by the Luxembourg European
Council on employment (¥). Its aim is to support the investment activity
of SMEs by providing them with easier access to funding and thereby to
stimulate their growth and the creation of jobs. The decision provides
for the establishment of three complementary facilities: a risk-capital
window, administered by the European Investment Fund (EIF), which is
aimed at SMEs in the start-up phase, a system of financial contributions,
under the responsibility of the Commission, to SMEs for the setting-up
of new transnational joint ventures within the European Union (‘joint
European ventures’), and a system of guarantees, administered by the
EIF, to increase the volume of loans accessible to small or newly
founded SMEs. By the end of the year there were already 80 financial
intermediaries taking part in the ‘Joint European venture’ programme.

263. The Commission also, in a communication adopted on 31
March (), put forward an action plan for promoting the development of

) Bull. 6-1998, point 1.8. 20.
} COM(1998) '550; Bull. 9-1998, point 1.2.57.
) O] C216, 17.7.1997; 1997 General Report, point 298.
) OJ €93, 28.3.1998; Bull. 3-1998, point 1.2.80.
} O] L 385, 31.12.1994; 1994 General Report, point 192; 1997 General Report, point 300.
)y Q] €292, 21.9.1998; Bull. 7/8-1998, point 1.3.114.
) O] C285, 20.9.1997; COM(97) 434; 1997 General Report, point 299.
) 1997 General Report, points 148 and 302; Bull. 11-1997, points 1.2. 8 and L6. 47.
) Bull. 3-1998, point 1.2.79.

GEN. REP. EU 1998



96 THE COMMUNITY ECONOMIC AND SOCIAL ARFA v-7

capital investment markets in Europe, and the Cardiff European Council
in June welcomed this plan(!). The Commission’s communication on
capital markets for SMEs (2) was examined by the Economic and Social
Committee on 27 May () and by the European Parliament on 17 Sep-
tember (*). A third banks/SMEs round table was set up in October (°).

264. On 5 November (°), the Commission launched a new initiative on
seed capital aimed at stimulating the supply of proprietorial or quasi-
proprietorial financing for the founding and transfer of small businesses.

265. As a contribution to getting SMEs ready for the introduction of
the euro, the Group of Experts on Small Enterprises and the Euro and
the Working Party on Acceptance of New Prices and Values in Furo
submitted their reports to the Commission, which incorporated them
into its communication of 11 February on the practical aspects of the
introduction of the euro (— point 55).

266. The fifth report of the European Observatory for SMEs was the
subject of a European Parliament resolution adopted on 17 Septem-

ber (7).

Support measures for businesses

267. Following the call for applications issued in December 1997 (8),
there are now 233 Euro Info Centres (EICs), which are the first stop for
businesses seeking European information, and 17 of these are ‘network
heads’. In 1998, 44 national or European professional organisations also
became associate members of the EIC network. The network further
includes 20 correspondent FICs in non-member countries (central Europe
and the Mediterranean basin). Two Europartenariat meetings, in Apel-
doorn (Netherlands) in June and in Valencia (Spain) in November, pro-
vided an opportunity for contacts between businesses from more than 60
countries.

Y} Bull. 6-1998, point I-8.

2)  COM(97) 187; 1997 General Report, point 301.

) Q] €235, 27.7.1998; Bull. 5-1998, point 1.2.87.

%) 0OJ €313, 12.10.1998; Bull. 9-1998, point 1.2.58.

%) 1994 General Report, point 193; 1997 General Report, point 301.
¢} Bull. 11-1998, point 1.2.70.

7y QJ C313, 12.10.1998; Bull. 9-1998, point 1.2.59.

%) 1997 General Report, point 304.
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268. The Commission started its evaluation of the ‘Euro management
— Research and technological development’ pilot scheme. It also
launched a European technology transfer network, one of the aims of
which will be to identify 15 regional SME platforms and coordinate
them with research centres, and a study of European-level networking of
SME clusters. It also continued to support the activities of Normapme,
the European standardisation bureau for craft industries and SMEs.

269. The second European Forum on Subcontracting (') was held in
Graz (Austria) on 5 and 6 October, bringing together some 180 experts
in the field. Two IBEX (International Buyers’ Exhibition) ‘reverse fairs’
were also organised in 1998, the first in Sweden on the car industry and
the second in France, on aeronautics. The Commission also published a
practical guide on legal aspects of industrial subcontracting and a guide
to alliances, and conducted studies aimed at better definitions and meas-
urements of subcontracting.

Concerted action and coordination with related
Community policies

270. Under the heading of concerted action between the Member States
and the Commission, five seminars on best practice for improving the
business environment, a forum on the problems associated with the vari-
ous phases in the life cycle of businesses and a forum on services to
growing businesses (with participants from the applicant countries of
central Europe) were held in 1998.

271. 1In a resolution of 5 November (?), Parliament welcomed the Com-
mission report on the coordination of activities in support of SMEs and
the craft sector in 1997 (?) and advocated enhanced coordination.

272. The definition of SMEs set out in Recommendation 96/280/EC (%)
was used in several legislative acts adopted in 1998, such as Decision
98/347/EC on measures of financial assistance for innovative and job-
creating small and medium-sized enterprises (— point 262) and the deci-
sion concerning the rules for participation in the fifth framework pro-
gramme for research (— point 287).

() First forum (Madrid): Twenty-sixth General Report, point 238.
(2} OJ C 355, 23.11.1998; Bull. 11-1998, point 1.2.71.

() COM(97) 610; 1997 General Report, point 307.

(Y Q] 1107, 30.4.1996; General Report 1996, point 216.
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Cooperatives, mutual societies, associations and foundations

273. The Commission communication on promoting the role of volun-
tary organisations and foundations ('), which was the subject of a
number of conferences in the Member States, also received favourable
opinions from the Economic and Social Committee on 28 January (?),
from the Committee of the Regions on 13 March (%) and from the Euro-
pean Parliament on 2 July (*). All three opinions stressed the importance
of the non-profit-making sector and the need to involve it more in
Community programmes. On 13 March, the Commission adopted the
decision setting up a consultative committee for cooperatives, mutual
societies, associations and foundations (%).

Distributive trades

274. In Brussels, in March, the Commission organised the first of a
series of seminars to be held each year on the situation of trade in
Europe and the broad prospects for its development. It also launched an
operation to identify good practice in the field of distributive trades in
less favoured rural areas. On 30 June, consumers’ and retailers’ repre-
sentatives signed an agreement on a voluntary code of practice for the
transition to the euro.

275. Information about electronic commerce will be found in Section
16 (‘Information society, telecommunications’) of this chapter (— point
461).

Tourism

276. Following the Court of Auditors’ special report 3/96 (¢), which
was the subject of a resolution adopted by the European Parliament on
17 February (7), the Commission carried out a special audit of its opera-
tions in the tourism sector from 1990 to 1995, which it presented to the
European Parliament in July. In a resolution of 7 October (#), the Euro-

() COM(97) 241; 1997 General Report, point 309.

(?) O] €95, 30.3.1998; Bull. 1/2-1998, point 1.3.144.

(*) OJ C180, 11.6.1998; Bull. 3-1998, point 1.2.84.

{*) O] C226, 20.7.1998; Bull. 7/8-1998, point 1.3.116.
(%) Decision 98/215/EC (O] L 80, 18.3.1998).

(¢} O] C17, 16.1.1997; 1996 General Report, point 1072.
{7) QOJ C80, 16.3.1998; Bull. 1/2-1998, point 1.3.143.

(*) OJ C328, 26.10.1998; Bull. 10-1998, point 1.2.65.
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pean Parliament stressed the need for rapid adoption of a multiannual
framework programme for tourism (1).

277. On 31 March, the European Parliament adopted a resolution on
improving safety, consumers’ rights and trading standards in the tourism
sector (*). Quality in this sector was also the subject of a conference held
in Mayrhofen (Austria) in July. There were also conferences on SMEs in
the tourism sector in Llandudno (United Kingdom) in May and on the
introduction of the euro in this sector in Brussels in October. The high-
level working party responsible for identifying opportunities for the tour-
ism sector to step up its contribution to employment submitted its report
to the Commission in October.

278. In an own-initiative opinion adopted on 13 May (3), the Commit-
tee of the Regions highlighted the role of urban tourism in developing
the local economy. The fight against child sex tourism was the subject of
an own-initiative opinion adopted by the Economic and Social Commit-
tee on 2 July (%), and also of a conference held in Brussels in November.

1996 General Report, point 227.
0] C 138, 4.5.1998; Bull. 4-1998, point 1.2.68.
O] C251, 10.8.1998; Bull. 5-1998, point 1.2.89.
Of C284, 14.9.1998; Bull. 7/8-1998, point 1.3.115.
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Section 8

Research and technology

Priority activities and objectives

279. The main event in 1998 in the field of research and technological
development (RTD) was the adoption by Parliament and the Council of
the fifth framework programme covering all the Union’s research activi-
ties until 2002. The new framework programme differs significantly
from previous programmes both in terms of approach and in operational
terms. The specific programmes through which the framework pro-
gramme will be implemented were also approved. In addition, the fourth
framework programme produced some significant scientific results.

Community RTD policy

Coordination and general developments

280. On 15 July, the Commission adopted its 1998 annual report on
RTD activities ('), which gives an overview of the European Union’s
research effort and policies. Parliament adopted a resolution () on the
1997 report on 17 February (°). The Commission also published detailed
reports (*) on the implementation in 1997 of several of the specific
programmes of the fourth framework programme (— points 294 et seq.)
and the second edition of the European report on science and technol-
ogy indicators (°), which places European research and innovation per-
formance in an international context.

281. The participation of small and medium-sized enterprises (SMEs) in
the research programmes increased substantially in 1998, mainly as a
result of the specially targeted technology stimulation measures (¢). Some
13 500 SMEs (more than half the firms involved in the programme)

) COM(1998) 439; Bull. 7/8-1998, point 1.3.119.
) OJ C80, 16.3.1998; Bull. 1/2-1998, point 1.3.146.
°y COM(97) 373; 1997 General Report, point 316.
) Available from the Evaluation Unit of the Commission’s Directorate-General for Science,
Research and Development.
(*) Available from the sales points of the Office for Official Publications of the European
Communities.
() 1996 General Report, point 232.
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took part in the fourth framework programme, which was more than
double the figure for the previous framework programme. According to
a study published in 1998, about two thirds of these small businesses
were taking part for the first time in a public Furopean, national or
regional research programme.

282. The work of the Scientific and Technical Research Committee
(CREST) (') focused mainly on preparing the fifth framework pro-
gramme. The Committee also collaborated with the Commission in coor-
dinating Community and national policies. The ETAN network (Euro-
pean technology assessment network) (2), the objective of which is to
promote dialogue between researchers and decision-makers, broadened
its remit to the following six issues: the technological response to climate
change; intellectual property rights and technology policy; indirect meas-
ures to support employment in research; research and the digital age;
women in science; and assessment of the impact of scientific and tech-
nical programmes.

283. In a communication of 27 May, the Commission examined the
measures needed to ensure that research, technological development and
innovation contribute to economic and social cohesion and to the
growth of the less favoured regions (= point 358).

Framework programme 1994-98 (3)

284. Information on the implementation of the framework programme
through the various specific programmes (%) is given in the subsection
‘Implementation of the fourth framework programme’ of this section
(— points 294 to 318).

Framework programme 1998-2002

285. On 22 December, Parliament and the Council adopted the fifth
framework programme for research and technological development
(1998-2002) for the European Community (Table I). On the same day,
the Council adopted this programme for Euratom (Table II). The fifth
framework programme, which covers the entire Community research

('} 1996 General Report, point 230.

(2) Twenty-seventh General Report, point 210.

() Of L 126, 18.5.1994 (EC); O] L 115, 6.5.1994 (Euratom}; 1994 General Report, points 236
et seq.

(*) 1995 General Report, point 232.
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effort for the next five years, marks a real departure from its predeces-
sors, both in terms of the approach (focus on a smaller number of
research programmes, integration of the Union’s essential social and econ-
omic needs in the ‘key actions’) and in operational terms (coordination
of the various activities and more efficient management). The overall
budget for the programme as a whole has been set at ECU 14.96
billion.

286. On 10 June, the Commission adopted 10 proposals for specific
programmes for the fifth framework programme (Table II). They include
eight programmes for the European Community, comprising four the-
matic programmes (‘Quality of life and management of living resources’,
‘User-friendly information society’, ‘Competitive and sustainable growth’
and ‘Preserving the ecosystem’), three horizontal programmes (‘Confirm-
ing the international role of Community research’, ‘Promotion of inno-
vation and encouragement of participation of SMEs’ and ‘Improving the
human research potential and the socioeconomic knowledge base’) and a
programme concerning the JRC (— points 290 to 293), together with
two programmes for Euratom, one entitled ‘Preserving the ecosystem’
and the other concerning the JRC. The Council reached agreement on
these programmes on 22 December.

287. Also on 22 December, the Council adopted the decisions concern-
ing the rules for the participation of undertakings, research centres and
universities in the fifth framework programme (Table II). These decisions
seek both to simplify the procedures applicable and to improve the dis-
semination and utilisation of research results.

288. On 13 October, the Council authorised the Commission to nego-
tiate the arrangements for associating the prospective new members with
the European Union with the fifth framework programme (- point
801).

289. As part of the preparations for implementing the key actions of
the fifth framework programme, 17 expert groups were set up to assist
the Commission with the content and direction of these actions (1) and
278 experts were designated. The Commission also reorganised the two
research advisory bodies, the Industrial Research and Development Advi-
sory Committee (IRDAC)(?) and the European Science and Technology

(1) Decision 98/610/EC, Euratom (O] L 290, 26.10.1998; Bull. 10-1998, point 1.2.70).
(?) 1995 General Report, point 222.

GEN. REP. EU 1998



1v-§ RESEARCH AND TECHNOLOGY 103

Assembly (ESTA) (') as a single entity, the European Research Forum ().
The Council adopted conclusions approving the Commission’s approach
to the implementation and management of the programme on 22
June (®).

Joint Research Centre (JRC)

290. The Commission carried out a reorganisation of the JRC in 1998
in order to enhance its capacity to provide scientific and technical sup-
port to Community policies. One of the measures taken involved the
creation of a new institute at Ispra, the Institute for Health and Con-
sumer Protection (IHCP). The JRC continued implementing the two spe-
cific programmes (1994-98) it is carrying out on behalf of the European
Community and Euratom (*).

Scientific and technical support for Community policies

291. During the year the JRC redefined its role, which is to provide
scientific and technical support for the formulation, implementation and
monitoring of Union policies, in response to the demands of those pol-
icies. As a Commission service, the JRC acts as a science and technology
and reference centre for the Union. Close to the policy formulation pro-
cess, it serves the common interest of the Member States while remain-
ing independent of vested commercial or national interests. In order to
perform its tasks, it has at its disposal a unique combination of facilities
and skills which transcend national frontiers. Its networks also enable it
to stimulate collaborative research and enlarge its knowledge base.
Among other results obtained in 1998, the JRC validated a method for
the detection of genetically modified agricultural products (such as maize
and soya beans). It also participated in the IDEA project on electronic
identification for livestock (— point 563).

Other activities

292. The JRC also conducted research of a competitive nature by par-
ticipating in Community programmes and shared-cost projects under the

) 1994 General Report, point 231.
) Decision 98/611/EC, Euratom (OJ L 290, 29.10.1998; Bull. 10-1998, point 1.2.68).
) Bull. 6-1998, point 1.3.75.
) OJ L 361, 31.12.1994; 1994 General Report, point 242,
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framework programme and by providing research services to public or
private sector clients.

293. The Commission adopted its annual report on the JRC (1997) on
29 July ().

Implementation of the fourth framework programme

294. It emerges from an analysis of the proposals selected in 1997 and
1998 that, on average, a shared-cost RTD project involves five partners
from three Member States and a Community contribution of ECU 0.7
million. Additional information on the projects selected is available in
the 1998 annual report on RTD activities (— point 280).

295. Information concerning the specific programmes on information
technologies, telematics and communications technologies is provided in
Section 16 (‘Information society and telecommunications’) of this chapter
(— points 473 to 475).

Industrial and materials technologies (?)

296. In 1998, 192 projects were selected in the area of industrial
research (new production technologies, new materials), eight in the field
of intelligent production (IMS), five in the area of water and one in
aeronautical research; 46 new thematic networks were also created. The
result of a study of the economic impact of the programme, carried out
on 200 projects completed five years ago, shows that, overall, the profits
from these projects during this period were more than 10 times greater
than the amount of the Community support they received.

Standardisation, measurement and testing (3)

297. The 89 projects selected in 1998 mainly concerned the creation of
a European measurement and testing infrastructure, the development of
measurements related to the needs of society, the specific needs of cus-
toms laboratories and support for Community policies. These new
projects will also have spin-off effects for safety, health, the environment,

(1) COM(1998) 483; Bull. 7/8-1998, point 1.3.118.
() OJ L222, 26.8.1994; 1994 General Report, point 246.
(3) O] L334, 22.12.1994; 1994 General Report, point 249,
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food hygiene, justice and the protection of our cultural heritage.
On 27 January, the Commission adopted a working paper on prenor-
mative research (').

Environment and climate (2)

298. Over 100 new projects were launched in 1998, mainly in the field
of earth observation. A climate research project produced a model that,
In certain cases, can make successful six-month forecasts. Events such as
the El Nifio phenomenon in 1997 or the floods in China in summer
1998 could have been predicted with the aid of this model. On 24
March, the “Vegetation’ sensor was launched on board the SPOT 4 sat-
ellite by an Ariane launch vehicle. This observation system, one of the
most powerful in the world, will permit virtually daily monitoring of the
earth’s forests and crops.

Marine science and technology (3)

299. The programme continued with the launch of 45 new projects,
particularly in the area of operational oceanography and European man-
agement of oceanographic data. Several projects, completed or in
progress, have produced remarkable results, such as: Micromare (devel-
opment of marine microsensors, 12 patents filed), BROS (reduction of
instrument fouling by micro-organisms), Geostar (prototype underwater
observatory for abyssal research) and Proverbs (innovative method for
the design of coastal breakwaters). The unifying role of the four major
regional projects OMEX (Atlantic), BASYS (Baltic), MTP (Mediterra-
nean) and Canigo (Canaries, Azores and Gibralter Strait) was confirmed,
together with that of the MEDAR data management project, in which
all the third countries bordering the eastern Mediterranean and the
Black Sea, as well as Algeria and Morocco, are involved. Joint research
efforts with oil companies operating in the north-east Atlantic were ini-
tiated in the ENAM and Corsaires projects.

(') COM(1998) 31; Bull. 1/2-1998, point 1.3.145.
(?) O] L361, 31.12.1994; 1994 General Report, point 252.
{*) OJ L334, 22.12.1994; 1994 General Report, point 257.
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Biotechnology (")

300. Some 161 new projects were selected, covering most of the pro-
gramme areas. Seven of them concern transmissible spongiform encepha-
lopathies and focus primarily on studying the propagation and multipli-
cation of the prion, assessing the risk of transmission to humans of
bovine spongiform encephalopathy through the consumption of contam-
inated food, developing diagnostic methods and inactivating the infec-
tious agent. In January, part of the complete genome sequence of a
model plant, Arabidopsis thaliana, was decoded and presented to the
international scientific community, providing a rich fund of knowledge
about the plant kingdom. A new network bringing together some 400
research groups in the field of plant biotechnology was created, while
the Biotechnology and Finance Forum (?) held its first conference in
May.

Agriculture and fisheries (3)

301. Some 96 research projects and concerted actions have been
launched in the field of nutritious foods, agriculture, sylviculture, rural
development, fisheries and aquaculture. The cooperative research activi-
ties geared more specifically to SMEs have been considerably developed.
A joint call for proposals on risk assessment in relation to transmissible
spongiform encephalopathies was launched with the ‘Biotechnology’ and
‘Biomedicine and health’ programmes.

Biomedicine and health (%)

302. This programme, including the last contracts finalised in 1998,
will have supported a total of 601 research projects covering the most
important areas of medical research (pharmaceutical research, biomedical
engineering, research on the brain, cancer, cardiovascular diseases,
chronic illnesses, rare illnesses, human genome, public health and bio-
medical ethics). The implementation of these projects has involved more
that 6 000 laboratories in Europe and a great deal of international col-
laboration. In addition, 10 projects were launched in 1998 in the area
of transmissible spongiform encephalopathies.

') O] L 361, 31.12.1994; 1994 General Report, point 257.
2) 1996 General Report, point 333.

%) O] L 334, 22.12.1994; 1994 General Report, point 261.
%) OJ L 361, 31.12.1994; 1994 General Report, point 265.
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Non-nuclear energy ()

303. The new activities in 1998 mainly concerned the implementation
of concerted actions, accompanying measures, fellowships and measures
for SMEs. Some 15 contracts have also got under way in the field of
photovoltaic cells with the aim of substantially reducing the manufactur-
ing costs, which are currently a major obstacle to the dissemination of
this clean and renewable technology. Testing has begun of a new Euro-
pean solar collector based on the direct production of steam.

Nuclear fission safety (2)

304. Community research in 1998 contributed to a better understand-
ing of the mechanisms and epidemiology of lonising radiation, better
risk evaluation and exposure reduction. In addition, new dosimetry and
environmental restoration techniques were developed. Research in the
field of reactor safety led to the successful modelling of possible serious
accidents and the development of efficient crisis management techniques.
Scientific and technical progress was also made on the. geological dis-
posal of long-lived wastes.

Controlled thermonuclear fusion (3)

305. Operation of a Tokamak (MAST at Culham) has begun and new
equipment for two other Tokamaks (ASDEX upgrade in Garching, Tex-
tor in Jillich) and a Stellarator (TJ-1I in Madrid) have been approved
under this programme of research on toroidal magnetic confinement. In
addition, following successful experiments in operating the Joint Euro-
pean Torus (JET) with deuterium-tritium mixtures, the exhaust system of
the torus (divertor) has been completely replaced by a remote-handling
design: this technique represents a world first in fusion research.

306. On 22 June, the Council decided to extend for three years the
cooperation agreement between the Community, Japan, Russia and the
USA on the detailed design (EDA) of the international thermonuclear
experimental reactor (ITER) (*). It also approved, on 13 October, a new
administrative and structural framework for JET’s activities (Table II).

OJ L 334, 22.12.1994; 1994 General Report, point 267.
OJ L 361, 31.12,1994; 1994 General Report, point 269.
OJ L 331, 21.12.1994; 1994 General Report, point 272,
Bull. 6-1998, point 1.3.79,

PN
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Transport(")

307. Two new series of projects were selected in 1998. The 31 projects
of the first series seek to consolidate the research results obtained from
previous RTD projects, to support transport policy initiatives and to pre-
pare future transport research activities. The second series of 19 projects,
established on the basis of the responses to a call for proposals launched
jointly with the ‘Telematics applications’ programme (— point 474), 1s
designed to promote intermodal transport of goods and passengers.

Targeted socioeconomic research (?)

308. In all, 52 new projects have been launched in the three pro-
gramme areas: science and technology policy options; research on edu-
cation and training; and research into social integration and social exclu-
sion in Furope. An integrated approach was taken to project selection
based on the following strategic goals: competition, change and dialogue;
work, prosperity and employment; and innovation and institutional
change. Furthermore, previous projects have begun to produce scientific
results relevant to several major socioeconomic problems such as sus-
tainable development, the transition from school to the workplace, and
poverty.

Cooperation with third countries and international organisations (°)

309. In order to make the European research effort more consistent
and to enhance synergies, the Commission has strengthened its links
with various European scientific organisations such as the European Organ-
isation for Nuclear Research (CERN) and the European Space Agency
(ESA) (*). Tt also continued its cooperation with various countries in the
framework of COST scientific and technical cooperation, which has been
extended to two new areas (environmental research and nanosciences)
and to which four new countries (Bulgaria, Cyprus, Latvia, Lithuania)
have been admitted as observers, and of the Eureka initiative (°).

(1) OJ L 361, 31.12.1994; 1994 General Report, point 276.

(3) OJ L 361, 31.12.1994; 1994 General Report, point 277.

{(3) OJ L 334, 22.12.1994; 1994 General Report, point 285.

(*} Cooperation with the Furopean Space Agency was the subject of a Council resolution of 22
June {Bull. 6-1998, point 1.3.76).

(%) Nineteenth General Report, point 320; Twenty-sixth General Report, point 321.
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310. Iceland, Liechtenstein and Norway participated in the non-nuclear
specific programmes of the fourth framework programme by virtue of
the Agreement on the European Economic Area (EEA). Israel was also
associated with the programme in keeping with the agreement signed in
1996; on 17 July, the Commission proposed the renewal of this agree-
ment for the fifth framework programme (Table III). Agreement was
reached on Switzerland’s participation in the fifth framework programme
on 10 December (— points 792 and 793).

311. Some 183 research projects and 29 concerted actions involving
the central European countries or the independent States of the former
Soviet Union were launched in 1998 in the areas of the environment,
health, the information society and industrial technologies. The Interna-
tional Association for the Promotion of Cooperation with Scientists from
the new independent States of the former Soviet Union (INTAS), mainly
funded by the Community, proceeded with the launch of 339 research
projects of a mainly fundamental character involving an amount of ECU
22.3 million. The Community also provided aid totalling ECU 15.3 mil-
lion to scientists from Russia and other countries of the former Soviet
Union through the International Science and Technology Centre (ISTC),
bringing the number of scientists having benefited from this support to
22.000. On 30 July and 3 November respectively, the Council and the
Commission also decided on the Community’s accession to the Ukrain-
ian Science and Technology Centre (USTC), the counterpart of the ISTC
in the Ukraine (Table III).

312. In conclusions adopted on 22 December, the Council advocated
strengthening Euro-Mediterranean cooperation on research and innova-
tion (1),

313. The scientific and technological cooperation agreement with the
United States was concluded on 13 October by the Council (Table III),
which also authorised' the Commission to negotiate the widening of the
scope of the scientific and technological cooperation agreements with
Canada (Table III) and Australia (Table HI) on 22 June and 24 Septem-
ber respectively, and a new scientific and technological cooperation
agreement with China (Table II) on 22 June. Following the completion
of the negotiations, the agreement with Canada was concluded on 8
December and signed on 17 December at the Ottowa Summit (— point
890), at which a cooperation agreement in the field of nuclear research
was also signed (Table I1I), and the agreement with China was signed on

(') Bull. 12-1998,
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22 December. In addition, 76 fellowships in Japan were granted to Euro-
pean researchers, bringing the total number of European Union scientists
sent to that country to more than 560.

314. In all; 132 projects concerning mainly nutrition, biodiversity and
health were selected in the framework of cooperation with the develop-
ing countries. Accompanying measures to prepare an information system
(Info-Sys) were funded under the European initiative for agricultural
research for development(!). In addition, a European biotechnology
node for interaction with China (EBNIC) was set up.

Dissemination and utilisation of research results (?)

315. During the second phase of implementing the innovation relay
centres, 25 000 bodies benefited from specific advice and assistance ser-
vices and 162 transnational technology transfer agreements were con-
cluded in 1997 (422 agreements concluded since the action began). The
number of users of the CORDIS information service continued to rise,
with over 1.3 million consultations per month. The Commission
launched 44 technology validation and transfer projects and 42 audits of
the support infrastructures for innovation and technology transfer, rais-
ing the number of participating regions of the European Union to over
90. It also established 21 European networks dedicated to stimulating
and disseminating good practice in order to encourage researchers to set
up businesses and to promote the use of intellectual property or the
funding of innovation. In addition, a service was set up to help partici-
pants in the specific programmes with regard to intellectual property
rights (IPR help desk). Finally, since its launch in 1997 (3), the I-TEC
pilot project has led to the selection of over 25 venture capital funds
representing a total investment capacity of ECU 1 billion, around one
third of which will be invested at an early stage in technologically inno-
vative SMEs.

316. In an own-initiative opinion adopted on 1 July, the Economic and
Social Committee called on the Commission to develop networks pro-
viding information, back-up and exploitation services for RTD (4).

) 1997 General Report, point 348.

) O] L361, 31.12.1994; 1994 General Report, point 426.
) 1997 General Report, point 349.
) O] C284, 14.9.1998; Bull. 7/8-1998, point 1.3.117.
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Stimulation of training and mobility of researchers(’)

317. The implementation of the contracts in progress and the utilisa-
tion and dissemination of the results of the programme continued in
1998, and 618 new training fellowships were granted. Some of the pro-
gramme activities have been evaluated by panels of independent experts,
in particular the research networks, the large-scale facilities and the
laboratories receiving the Marie Curie fellows, most of which were vis-
ited by the experts. A call for proposals for a study was launched with
a view to the establishment of a methodology for assessing the impact of
the Marie Curie fellowships.

318. The 10th European contest for young scientists (aged 15 to 20)
was held in Oporto (Portugal) from 20 to 27 September. The Marie
Curie Fellows Association (?), which has 1400 members, received sup-
port from the programme to establish a secretariat, which also processed
the applications for Marie Curie fellowships submitted under the other
specific programmes.

Coal and steel technical research

319. Under Article 55 of the ECSC Treaty and in accordance with the
guidelines for steel technical research (1996-2002)(3), 54 research
projects and 15 pilot or demonstration projects were selected, the total
amount involved being ECU 56 million.

(" OJ L3671, 31.12.1994; 1994 General Report, point 288.
(2) 1997 General Report, point 350.
(*} OJ C294, 9.11.1995; 1995 General Report, point 265.
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Section 9

Promoting innovation

320. In January, the Commission adopted the first report(!) on the
implementation of the first action plan for innovation in Europe (2). The
Economic and Social Committee welcomed this report in its opinion of
27 May (3).

321. In the context of this action plan, and with the help of a group
of high-ranking national officials, the Commission drew up a trend chart
on innovation in Europe as an annotated list of national policies for
promoting innovation, emphasising innovation financing, the use of
intellectual property and the founding of technology-based companies. It
also turned its attention to the protection of intellectual property, above
all as a follow-up to its Green Paper on the Community patent and the
European patent system (— point 194), to innovation financing (two
invitations to tender issued, one for assistance and counselling services
on financing for participants in Community research programmes and
the other for strengthening the links between investors in and sponsors
of technology projects (I-TEC project (— point 315)), and a communi-
cation on risk-capital development adopted (— point 263), to simplify-
ing the administrative environment for businesses, with the completion
of the work of the BEST task force (— point 260), and to fostering the
creation of technology-based firms, on which there was a large-scale
consultation exercisc aimed at drawing up specific proposals for action
(conferences in Luxembourg in May and in Vienna in October).

322. Further initiatives were taken in the training field, involving the
launch in July of a study of the requirements for training in the inno-
vation and technology transfer processes.

(1) COM(97) 736; Bull. 1/2-1998, point 1.3.148.
(*) COM(96) 589, 1996 General Report, point 265; Supplement 3/97 — Bull.
(*) OJ C235, 27.7.1998; Bull. 5-1998, point 1.2.92.
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Section 10

Education, vocational training and youth

Priority activities and objectives

323. The Commission adopted proposals for new Community pro-
grammes in the fields of education, vocational training and youth cov-
ering the years 2000 to 2004. Seeking to achieve greater complement-
arity and consistency in the spirit of the communication entitled
‘Towards a Europe of knowledge’, and with the aim of fostering lifelong
learning, the three programmes are structured around a common frame-
work underpinned by a range of across-the-board measures. The Com-
mission also presented a proposal for the third phase (2000-06) of the
trans-European cooperation scheme for higher education (Tempus). Fur-
ther progress was made in implementing the programmes scheduled to
run until 1999 with, in particular, the Parliament and Council decision
to increase the overall budget for the Socrates programme, adoption of
the 1998-99 Comumunity action programme ‘European voluntary service
for young people’ and the ongoing process of opening the programmes
up to the applicant countries.

General

324. On 27 May, the Commission adopted proposals for implementing
the new generation of programmes in the fields of education (Socrates),
vocational training (Leonardo da Vinci) and youth (Table I). As far as
these five-year programmes (1 January 2000 to 31 December 2004) are
concerned, the Commission proposes to allocate total funding of ECU 3
billion, of which ECU 1.4 billion will be earmarked for the second
phase of the Socrates programme, ECU 1 billion for the second phase of
the Leonardo da Vinci programme and ECU 600 million for the Com-
munity action programme targeting young people; this represents an
overall increase of 60 % compared with the existing programmes. The
three programmes are to be interlinked by means of a common frame-
work encompassing six broad elements: physical mobility for people; dif-
ferent forms of virtual mobility (use of new information and communi-
cations technologies); development of cooperation networks; promotion
of linguistic and cultural skills; development of innovation through pilot
projects based on transnational partnerships; and ongoing improvement
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of Community references (databases, exchanges of good practice) for the
systems and policies relating to education, training and youth in the
Member States. In addition, each programme pursues specific objectives
(— points 332, 335 and 339). This new generation of programmes
should enable a total of 2.5 million Europeans to benefit from a mobil-
ity programme: 1.2 million students and 200 000 teachers under the
Socrates programme, 400 000 young people undergoing training under
the Leonardo da Vinci programme and 660 000 young people under the
youth-oriented programme. On 21 December, the Council adopted com-
mon positions on the proposals for programmes in the fields of educa-
tion (Socrates) and vocational training (Leonardo da Vinci).

325. The Economic and Social Committee endorsed, on 28 January ('),
the Commission’s 1997 review (2) of reactions to the White Paper en-
titled “Teaching and learning: towards the learning society’ (3). The Com-
mussion communication entitled ‘Towards a Europe of knowledge’ (*)
was likewise endorsed by the Economic and Social Committee on 23
March (°), and by the Committee of the Regions on 13 March (¢). The
same communication was, moreover, the subject of a Parliament resolu-
tion adopted on 13 May, calling for a substantial increase in the budg-
etary resources allotted to the creation of a European education area (7).

326. In connection with the Commission communication entitled
‘Learning in the information society — action plan for a European edu-
cation initiative’ (®), the Internet-based Furopean schools network was
inaugurated on 8 September in collaboration with the Education Min-
istries of the Member States. In October, the Commission also organised,
for the second time, an Internet-based week of activity and information
(Netd@ys Europe 1998) in schools and other education and training
venues. Representatives of the multimedia, audiovisual and education
sectors, working to ensure the success of this initiative, together estab-
lished a European federation for their particular field.

("y OJ €95, 30.3.1998; Bull. 1/2-1998, point 1.3.154.

(2) COM(97) 256; 1997 General Report, point 355.

() COM(95) 590; 1995 General Report, point 266.

{*) COM(97) 563; 1997 General Report, point 356.

(°) O] C157, 25.5.1998; Bull. 3-1998, point 1.2.89.

(¢) O] C180, 11.6.1998; Bull. 3-1998, point 1.2.89.

(7) O] C167, 1.6.1998; Bull. 5-1998, point 1.2.98.

(") COM(96) 471; 1996 General Report, point 271; 1997 General Report, point 358.
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Education

327. With the adoption, on 23 February, of Decision No 576/98/EC
(Table I), Parliament and the Council increased by ECU 70 million the
overall budget (1995-99) for the Socrates programme ('), thus providing
a total of ECU 920 million.

328. In the field of higher education (Erasmus strand of the Socrates
programme), financial assistance was given, in 1998, to 1627 higher
education establishments, thereby facilitating the mobility of 200 000
students and 35 000 teachers. The academic credit transfer system was
implemented in 941 establishments. In addition, 270 joint syllabus devel-
opment projects (comprising 80 ‘Masters’ programmes, 60 basic or inter-
mediate-level curricula, 115 European modules and 15 integrated lan-
guage courses) and 250 intensive programmes were selected for funding.
Also, the total number of active theme-based networks rose to 50.

329. As regards school education (Comenius strand), around 2 000
new school partnerships were financed in 1998, involving almost 7 000
coordinating schools and partners. Some 10 000 teachers benefited from
the mobility provided by Comenius in 1998. Moreover, since 1996,
2 500 or so teachers have spent time in another country participating in
Europe-wide continuing training activities. In 1998, the Commission also
gave support to 132 projects designed to upgrade European teaching
aids, and helped to finance 109 projects concerned with intercultural
education and the education of children of migrant or travelling workers
and of other travelling tradespeople.

330. To promote the acquisition of European language skills, support
was given in 1998 to 40 European cooperation programmes for the
training of language teachers, involving more than 200 establishments,
under the Lingua strand of the Socrates programme. The Commission
also awarded 6 000 mobility grants for language teachers and more than
500 grants enabling future teachers to spend time abroad. It financed 36
cooperation projects to devise language teaching and learning instru-
ments and tools, and some 32 000 young people took part in 1500
joint language-learning projects entailing two-week exchange visits.

331. Under the Socrates programme, the Commission also granted aid
to 63 projects concerned with the development of open and distance

learning and new information technologies in the education sector, to

(") O] L 87, 20.4.1995; 1995 General Report, point 267.

GEN. REP. EU 1998



116 THE COMMUNITY ECONOMIC AND SOCIAL AREA v-10

72 projects in respect of adult education, to 11 projects for exchanges of
experience and information on education systems and policies, to one
pilot project for assessing the quality of schooling, and to 1 750 ARION
study visits for educationalists. It also continued to support the Eurydice
(information on education systems) and NARIC (academic recognition of
qualifications) networks. In addition, the Commission lent its support,
outside the Socrates programme, to 93 projects for promoting and safe-
guarding regional and minority languages and cultures, as well as to the
activities of the European Bureau for Lesser-used Languages.

332. On 27 May, the Commission adopted a proposal for a decision
establishing the second phase of the Socrates programme for the period
2000-04 (— point 324). The four primary objectives are: to strengthen
the European dimension; to promote cooperation in all sectors and at all
levels; to remove obstacles to such cooperation, in particular by improv-
ing the recognition of diplomas and periods of study; and to encourage
innovation.

333. On 24 September, the Council adopted a recommendation on
European cooperation in quality assurance in higher education (Table II),
urging the Member States to establish transparent systems of quality
assessment and quality assurance in higher education, with due regard
for the autonomy and independence of the competent authorities.

Vocational training

334. In the context of the Community action programme for the
implementation of a vocational training policy ‘Leonardo da Vinci’ (1),
for which the 1998 budget amounted to ECU 143.053 million, the call
for proposals launched in December 1997 (2), followed for the first time
by a television broadcast via the ‘Europe by satellite’ service (— point
1154) in all the countries participating in the programme, resulted in the
submission of 3 288 proposals. In all, in the EU Member States and the
EFTA countries within the European Economic Area, 614 projects (427
pilot projects, 156 placement and exchange programmes involving 7 000
students and training providers, and 31 surveys and analyses), encom-
passing some 13 000 partners, received financial support totalling ECU
81.3 million. A total of 107 projects involving more than 590 partners,
with ECU 14.5 million in funding, were selected in certain applicant

(" OJ L 340,_29.]2.1994; 1994 General Report, points 292 and 300.
(3) OJ €372, 9.12.1997.
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countries (Romania, Hungary, Czech Republic and Cyprus, with the
addition of Slovakia, Poland, Estonia, Latvia and Lithuania in the course
of the year (— point 809). Moreover, ECU 32.5 million (including
ECU 4.7 million for the applicant countries) was granted for mobility-
related measures involving some 24 000 persons, most of them young
people undergoing initial training, apprentices, young workers and job-
seekers. Additionally, the Commission allowed a one-year extension for

carrying out 325 project
ECU 17.025 million.

335. On 27 May, the Co
establishing the second pha
the period 2000-04 (— poi
are social and occupational
access to high-quality conti
circumstances to integrate |

336. The Council adopted
tion of European pathways
ticeship (Table II). The Eur
Committee of the Regions,
report on access to continui
Economic and Social Commi
the communication entitl
Europe’ (°).

Youth

337. On 20 July, Parliame

action programme ‘Europed
I). Covering a two-year per
provide young people with
them in good stead from a
a budget totalling ECU 25
more than 3 500 young pe
teers in social, cultural or ¢
community.

s selected in 1995, at a total cost of

mmission adopted a proposal for a decision
se of the Leonardo da Vinci programme for
nt 324). The three objectives to be pursued
integration of young people, development of
nuing training, and helping those in difficult
petter on the labour market.

, on 21 December, a decision on the promo-
for work-linked training, including appren-
opean Parliament, on 15 January ('), and the
on 15 ]uly( ), endorsed the Commission’s
ling training in the European Union (?). The
nittee meanwhile endorsed, on 28 ]anuary( )y

ed  ‘Promoting apprentlceshlp training in

nt and the Council adopted the Community
n voluntary service for young people’ (Table

lod (1998-99), this programme is designed to

an educational experience which may stand
social and occupational point of view. With
million for 1998, the programme has given

ople the opportunity to participate as volun-

nvironmental activities of benefit to the local

PN

GEN. REP. EU 1998

O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.3.155.
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338. New invitations to tender (') were issued under the ‘Youth for
Europe’ programme (2), which seeks to help young people in their edu-
cation outside the formal school system; the 1998 budget amounted to
ECU 26.4 million. The number of young people able to take part in
activities financed under this programme exceeds 70 000. Moreover, EU-
funded assistance for 111 non-governmental youth organisations totalled
ECU 1.1 million, while ECU 2 million was earmarked for the European
Youth Forum.

339. On 27 May, the Commission adopted a proposal for a decision
establishing a new Community action programme in the youth field for
the period 2000-04 (— point 324). This programme, which incorporates
the existing ‘Youth for Europe’ (— point 338) and ‘European voluntary
service for young people’ (— point 337) programmes, is intended to
focus on four aspects: individual mobility within the framework of Euro-
pean voluntary service; group mobility entailing transnational exchanges;
initiatives giving young people an opportunity to play an active role in
society; and activities tying in with other areas of Community action.

340. The Council and the Ministers for Youth meeting within the
Council adopted, on 26 November, a resolution on youth participa-
tion (3).

Cooperation with non-member countries

341. As part of the pre-accession strategy, the Socrates, Leonardo da
Vinci and ‘Youth for Europe’ programmes were opened up to another
tive applicant countries: Poland, Slovakia, Estonia, Latvia and Lithuania.
Bulgaria, though, was involved only in the ‘Youth for Europe’ pro-
gramme (— point 809).

342. On 17 July, the Commission adopted a proposal for a decision
adopting the third phase (2000-06) of the trans-European cooperation
scheme for higher education (Tempus IIl) (Table II), enabling the eligible
countries (independent States of the former Soviet Union, non-associated
countries of central Europe and Mongolia) to continue with the reform

(1) OJ C86, 21.3.1998.
(%) OJ L87, 20.4.1995; 1995 General Report, point 259.
(*} Bull. 11-1998, point 1.2.82.
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of higher education systems set in train under the previous programme
(Tempus II) (1994-2000) ().

343. Under the cooperation agreements concluded in 1995 (%) with the
United States and Canada, a third selection (?) of joint projects was
made. In all, six cooperation projects with Canada and 11 cooperation
projects with the United States were selected, involving a sum of ECU
600 000 for Canada and ECU 1.2 million for the United States.

European Training Foundation

344. On 17 July, the Council adopted Regulation (EC) No 1572/98
extending the remit of the Foundation to cover Mediterranean non-mem-
ber countries and territories (Table I). The applicant countries of central
Europe meanwhile took part in a seminar prior to the meeting of the
Foundation’s Governing Board on 20 February in Turin. The Foundation
published its annual report for 1997 (*) on 28 July.

European Centre for the Development of Vocational Training
(Cedefop)

345. Cedefop pressed ahead with its activities on the basis of the
medium-term guidelines for the period 1997-2000 (°), encompassing
research promotion and development, exchanges, debates and publica-
tions relating to vocational training. The programme of study visits for
vocational training specialists involved 775 people.

European University Institute (°)

346. The Commission contributed around ECU 5 million towards the
1998 budget of the European University Institute; the money was ear-

(1Y OJ L 306, 28.11.1996; Twenty-seventh General Report, point 266; 1996 General Report, point
286.

{2) Of L279, 22.11.1995 (United States); O] L 300, 13.12.1995 (Canada); 1995 General Report,
point 285.

} Previous selection: 1997 General Report, point 374.

)} COM(1998) 481.

5) 1996 General Report, point 288.

} The report by the President of the Institute and an information booklet on the Institute’s

activities can be obtained from its headquarters (Publications Office, via dei Roccettini 9,

1-50016 San Domenico di Fiesole (Firenze)). Information about the Institute and its activities

can also be found on the Internet (http://www.iue.it), including the European Foreign Policy

Bulletin.
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marked for scientific and research activities (') and for the historical
archives of the European Communities (— points 1166 and 1167),
which are managed by the Institute. For the 1997/98 academic year, the
Institute and its four departments(?) had 47 professorial chairs, five of
which were held jointly with the Robert Schuman Centre. There were
363 third-year research students (330 of them from the Member States)
and 85 doctorates were awarded. The European Forum addressed
the issue of migrations in 1997/98; the welfare state is the topic for
1998/99. The annual Jean Monnet lecture was delivered on 20 March
by Mr Prodi, the Italian Prime Minister, on the subject ‘European in-
dustry and finance in international competition’ (*). In January, Mr
Mandelson, a Member of the UK Government, outlined to the Institute
the projects to be carried out during the United Kingdom’s Presidency of
the Union. In April, Mr Masterson, the President of the Institute, dis-
cussed with Mr Busek, the Polish Prime Minister, the opportunities for
university cooperation between the Institute and Poland; Mr Czarnecki,
the Polish Minister for European Integration, visited the Institute and
took part in a research seminar. Mrs Lalumiére, a Member of the Euro-
pean Parliament, and Mr Piris, the Director-General of the Council’s
Legal Service, spoke at the ninth session of the Academy of European
Law. Moreover, the Academy and the Robert Schuman Centre were
involved (together with Harvard University, the Max Planck Institute in
Cologne and the ECSA (Austria)) in the creation of ERPA, a computer-
ised archive providing on-line access to working papers in the field of
European integration (4).

(1) 1996 General Report, point 289.

(?) History, economics, law, political and social sciences.

(*) Information on the Jean Monnet project to improve university teaching and research on Euro-
pean integration is contained in Section 1 (‘Priority activities and objectives’) of Chapter XI
(— point 1160).

(*)  http//olymp.wu-wien.ac.at/erpal.
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Section 11

Economic and social cohesion

Priority activities and objectives

347. As part of its work on implementing Agenda 2000, the Commis-
sion presented proposed new regulations on the Structural Funds and the
Cobesion Fund. These proposals, designed to constitute the legal frame-
work for the support measures to be financed by these Funds during the
next programming period (2000-06), are based on the principles set out
in Agenda 2000, i.e. concentration of funding, simplification of proce-
dures and clarification of responsibilities (*). The Commission also pro-
posed a framework for action on sustainable urban development and
looked at how cohesion, research and innovation influence each other.

Structural measures, regional policy

General outline

Implementation of Agenda 2000

348. As part of its work on implementing Agenda 2000 (— points 1 et
seq.), the Commission adopted proposals for a new general regulation
containing the general provisions applicable to all the Structural Funds
and four ‘vertical’ regulations, one for each Fund (— points 349 to
354). These proposals cover the next programming period (2000-06).

349. The proposed general regulation containing the general provisions
on the Structural Funds (Table II) set out the tasks, priority objectives
(now only three, in accordance with Agenda 2000) and organisation of
the four Structural Funds, the rules governing them and provisions to
ensure their effectiveness and coordination both among themselves and
with the other existing financial instruments. Under this proposal, the
new Objective 1, financed by the ERDEF, the ESE the FIFG and the

(1) An overview of these proposals and the action taken on them by the other institutions is to be
found in Chapter I (‘Agenda 2000%) (— points 1 et seq.). Each proposal is presented individu-
ally in this section (— points 349 to 354, 376). In the table of legislation under the consul-
tation and cooperation procedures (Table Il at the end of this Report), they will be found
under ‘Agenda 2000° (at the head of the table), not under ‘Economic and social cohesion.’
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EAGGF Guidance Section, is to help promote the development and
structural adjustment of regions whose development is lagging behind
(regions whose level of development, measured on the basis of per capita
GDP over the last three years available, is less than 75 % of the Coms-
munity average). The most remote regions and areas qualifying under
the current Objective 6 would also be eligible and those currently eli-
gible under Objective 1 which do not satisfy the 75 % threshold would
receive tapering transitional support. About two thirds of the total
budget of the Structural Funds would go to the Objective 1 regions,
which contain about 20 % of the population of the Union. Objective 2,
financed by the ERDF, the ESF, the FIFG and the EAGGE Guarantee
Section, is to help support the economic and social conversion of areas
experiencing structural difficulties. Such areas, whose economies may be
based on industry or services and which may be rural, urban or fisher-
ies-dependent, should include 18 % of the Union’s population (the
guideline is 10 % for industrial areas and services, 5 % for rural areas,
2% for urban areas, and 1% for areas dependent on fisheries). A
breakdown by Member State will be made on the basis of a number of
criteria, with the reduction for any individual Member State limited to
no more than one third of the coverage of the areas currently eligible
under Objectives 2 and 5b. The areas now covered by those two objec-
tives but not eligible under the new Objective 2 will receive transitional
support phased out over four years. The new Objective 3 is intended to
support the adaptation and modernisation of policies and systems relat-
ing to education, training and employment throughout the Union. It will
be financed only by the ESF and will also provide a frame of reference
for assistance from this Fund under Objectives 1 and 2, so ensuring a
coherent approach as regards strategies and the development of human
resources. The areas where Objective 3 will provide finance are those
not eligible under Objectives 1 and 2. The proposal also provides for
the simplification and rationalisation of the Community initiatives,
which will be reduced in number from 13 to 3: cross-border, transna-
tional and interregional cooperation, to encourage harmonious and bal-
anced regional development planning, to be financed by the ERDF; rural
development, to be financed by the EAGGF Guidance Section; and new
transnational cooperation to fight all forms of discrimination and
inequality which prevent access to employment, to be financed by the
ESFE.

350. With regard to the implementation of structural assistance, the
proposal provides for a clearer division of responsibilities and further
decentralisation of programming by extending the responsibilities of the
Member States, increasing transparency and the monitoring of evalua-
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tions and financial control and increasing the involvement of those con-
cerned locally, principally through global grants to intermediaries. The
Commission is also proposing simplifying the financial management of
these measures, mainly by making the budget commitments at the begin-
ning of each year automatic (commitments not used within two years of
the year of commitment would be cancelled) and by simplifying the rules
on eligible expenditure (eligibility would be governed by national rules,
except where there are common rules). The Commission is also propos-
ing keeping back a reserve of 10 % of the total budget of the Structural
Funds for allocation, in the light of intermediate assessments, to the pro-
grammes which are the most effective in achieving their targets and in
terms of their management and budget implementation, subject to com-
pliance with the principle of additionality.

351. Under the proposed regulation on the European Regional Devel-
opment Fund (ERDF) (Table II), this Fund will help finance productive
investment for the creation or maintenance of permanent jobs in the
Objective 1 regions, investment in infrastructure in the areas eligible
under Objectives 1 and 2 and measures to stimulate and support initia-
tives for local development and employment and small and medium-
sized firms. In the Objective 1 regions, the ERDF may also help finance
investment in education and health which contributes to the structural
adjustment of those regions. It will also finance the Community initiative
on cross-border, transnational and interregional cooperation (— point
349).

352. The proposal on the European Social Fund (Table II) makes this
Fund responsible for assistance in five areas: active labour market pol-
icies to fight unemployment; encouraging social inclusion; lifelong edu-
cation and training systems to promote employability; anticipating and
facilitating economic and social change; and greater participation in the
labour market by women.

353. The proposal on structural measures in the fisheries sector (Table
II) concerns assistance from the FIFG (Financial Instrument for Fisheries
Guidance) and the EAGGF Guarantee Section throughout the Union,
principally to encourage modernisation of the fleet and remove excess
capacity, develop aquaculture, improve port facilities, improve processing
and marketing and mount promotional campaigns. Social measures for
fishermen directly affected by restructuring and assistance for diversifi-
cation (the present PESCA initiative) would continue to be eligible under
Objectives 1 and 2.
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354. Under the proposal on support for rural development from the
European Agricultural Guidance and Guarantee Fund (EAGGF), the
Guidance Section of this Fund will finance measures in areas eligible
under Objective 1 (apart from agri-environmental measures, early-retire-
ment schemes, woodland management and aid for agriculture in less
favoured areas, which are financed from the Guarantee Section across
the whole of the territory of the Union) while the Guarantee Section will
finance measures in areas not eligible under Objective 1 (— point 554).

Other policy measures

355. On 30 October, the Commission adopted the ninth annual report
on the implementation of the Structural Funds (1997) (1) which, like pre-
vious reports (%), includes a cross-sectional theme: this time it was assist-
ance to small and medium-sized businesses. On 27 May () the Eco-
nomic and Social Committee and on 28 May(*) the European
Parliament gave their opinions on the eighth report (covering 1996).

356. On 2 July (°) the European Parliament and on 9 September (6) the
Economic and Social Committee endorsed, subject to certain comments,
the main objectives of the draft European spatial development perspec-
tive (ESDP) which the Commission presented in 1997 (7). With a view to
drafting the final version of the ESDP, the Commission organised a
series of transnational seminars on subjects related to development plan-
ning (the European dimension of planning, transport and telecommuni-
cations, the urban system in Europe, the integrated management of
water resources). Work also began on draft preparatory studies for set-
ting up a European Spatial Planning Observatory. On 19 November the
Committee of the Regions underlined the importance of cross-border
and transnational cooperation between local authorities (*).

357. Following its communication on the urban agenda, on which
opinions were adopted by the Economic and Social Committee on 28

(') COM(1998) 562; Bull. 10-1998, point 1.2.81.

(?) COM(?g) 502; COM(97) 526; 1996 General Report, point 293; 1997 General Report,
point 381.

) O] €235, 27.7.1998; Bull. 5-1998, point 1.2.109.

} O] €195, 22.6.1998; Bull. 5-1998, point 1.2.108.

) OJ €226, 20.7.1998; Bull. 7/8-1998, point 1.3.134.

) OJ €407, 28.12.1998; Bull. 9-1998, point 1.2.66.

) 1997 General Report, point 387.

) Bull. 11-1998, point 1.2.84.
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January (1), and by the Committee of the Regions on 14 May (*) and
two resolutions were adopted by Parliament on 2 July (3), the Commis-
sion presented a framework for action for sustainable urban develop-
ment on 28 October (*) covering both the better integration of the urban
dimension into Community policies and their instruments and specific
innovative measures.

358. On 27 May, the Commission adopted a communication entitled
‘Reinforcing cohesion and competitiveness through research, technologi-
cal development and innovation’ (*) in which it picked out the promo-
tion of innovation at regional level, improvements in industrial network-
ing and cooperation, the development of human resources and the
preparation of integrated regional strategies as ways of improving the
contribution of research, technological development and innovation to
the goal of cohesion and the development of the least favoured areas.
On 2 December, the Economic and Social Committee welcomed the
communication (°). In its resolution of 15 January (), following the
Commission’s communication on cohesion and the information soci-
ety (¥), Parliament stressed the need for all Union citizens to have access
to the new information technologies, irrespective of their geographical or
social situation.

359. On 19 February, Parliament gave its views on the execution of
Structural Fund budget appropriations(®) and, on 16 July, on the pri-
orities for the adjustment of programmes under the Structural Funds
until the end of 1999 (1°). It also drew the attention of the Commission,
on 28 May, to the problems of island regions (!'); on 16 July, the Com-
mittee of the Regions did likewise with regard to the most remote
regions ('2).

1 0] C95, 30.3.1998; Bull. 1/2-1998, point 1.3.158.
2} O €251, 10.8.1998; Bull. 5-1998, point 1.2.110.

) 0J €226, 20.7.1998; Bull. 7/8-1998, points 1.3.132 and 1.3.133.
) COM(1998) 605; Bull. 10-1998, point 1.2.82.

5y COM(1998) 275; Bull. 5-1998, point 1.2.107.

¢} Bull. 12-1998.

7) O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.3.157.

) COM(97) 7; 1997 General Report, point 388.

) OJ C80, 16.3.1998; Bull. 1/2-1998, point 1.3.159.
9 QO €292, 21.9.1998; Bull. 7/8-1998, point 1.3.135.
Y O €195, 22.6.1998; Bull. 5-1998, point 1.2.113.

2) O] C 315, 13.10.1998; Bull. 7/8-1998, point 1.3.140.
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Community support frameworks (CSFs) and

single programming documents (SPDs)

Regions whose development is lagging behind (Objective 1)

360. The breakdown by Member State of commitments for 1998 under
Objective 1 is given in Table 4.

Commitments in 1998 — Objective 1

TABLE 4

(million ECU)

EAGGF
Member State ERDF ESF (Guidance FIFG
Section)
Belgium 199.654 20.674 —_— 0.77
Germany 1999.445 764.742 559.152 19.667
Greece 2174.916 540.436 352.147 33.003
Spain 1941.017 1073.505 598.351 158.830
France 297.798 59.058 86.180 9.815
Ireland 753.873 652.794 104.457 10.445
Italy 1856.572 304.582 367.455 68.046
Netherlands 47.797 4.457 2.432 2.358
Austria 29.760 12.276 — —
Portugal 2 215.361 1166.483 410.661 41.143
United Kingdom 251.090 71.174 21.973 10.148
Total 11 767.283 4670.182 2 502.808 354,225

Declining industrial areas (Objective 2)

361. On 29 July, the Commission approved a multiregional SPD for
the conversion of defence activities in France(!). On 27 May the Eco-
nomic and Social Committee (2) and on 9 October the European Parlia-
ment () gave their views on the new regional programmes for 1997-99
presented by the Commission in November 1997 (%).

362. The breakdown by Member State of commitments for 1998 under
Objective 2 is given in Table S.

') Bull. 7/8-1998, point 1.3.136.

%) OJ €235, 27.7.1998; Bull. 5-1998, point 1.2.111.
%) O] C 328, 26.10.1998; Bull. 10-1998, point 1.2.83.
*) COM(97) 524; 1997 General Report, point 393.
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TABLE §
Commitments in 1998 — Objective 2
(million ECU)
Member State ERDF ESF

Belgium 9.005 —
Denmark — —
Germany 73.886 5.540
Spain 469.408 158.656
France 396.336 83.031
Ttaly 11.967 15.673
Luxembourg — —
Netherlands 17.290 4.106
Austria 17.290 3.479
Finland — —
Sweden 16.060 1.070
United Kingdom 633.810 179.263

Total 1627.762 450.818

Combating long-term unemployment and facilitating the integration into
working life of women and of persons exposed to exclusion from the

labour market (Objective 3)

363. The breakdown by Member State of commitments for 1998 under

Objective 3 is given in Table 6.

TABLE 6

Commitments in 1998 — Objective 3

Member State

ESF (outside Objective 1 regions)

Belgium 64.215
Denmark 51.782
Germany 558.285
Spain 296.805
France 602.286
Traly 227.161
Luxembourg 3.769
Netherlands 130.940
Austria 4.431
Finland 30.103
Sweden 91.499
United Kingdom 574.418

Total 2635.693
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The adaptation of workers to industrial changes and to changes in
production systems (Objective 4)

364. On 11 March, the Commission approved an SPD for all the
regions of the United Kingdom (other than those covered by Objective

1)),

365. The breakdown by Member State of commitments for 1998 under
Objective 4 is given in Table 7.

TABLE 7
Commitments in 1998 — Objective 4
(million ECU)
Member State ESF (outside Objective 1 regions)

Belgium 7.046
Denmark 9.453
Germany 95.329
Spain 75.697
France 157.660
Italy —
Luxembourg 0.015
Netherlands 45.066
Austria 16.317
Finland 16.166
Sweden 87
United Kingdom 111.4

Total 621.149

Adjustment of agricultural structures (Objective 5a)

366. On 20 January, the Council adopted the list of less favoured areas
in Denmark (Table II). It also decided, on 22 October, to extend to 31
December 1999 the special provisions laid down for the application of
compensatory allowances to small farmers in Portugal (Table II). On 24
March, the Commission amended the CSF for Italy on structural meas-
ures to improve the processing and marketing conditions for agricultural
and forestry products in order to include Abruzzi, since this region has
not been eligible under Objective 1 from 1997 (2).

(') Bull. 3-1998, point 1.2.100.
(2) Bull. 3-1998, point 1.2.101.
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367. The breakdown by Member State of the commitments for 1998
under Objective 5a is shown in Table 8.

TABLE 8
Commitments in 1998 — Objective 5a
(million ECU)
Member State EAGGF Guidance Scctizid(aér;eas outside Objectives 1

Belgium 35.384
Denmark 27.442
Germany 231.188
Spain 92.606
France 307.306
Italy 139.626
Luxembourg 12.216
Netherlands 0.360
Austria 94,123
Finland 63.056
Sweden 28.337
United Kingdom 34.65

Total 1 066.294

Fisheries structures (Objective 5a ‘fisheries’)

368. On 3 November, the Council consolidated the regulation laying
down the criteria and conditions for structural assistance in the fisheries
sector (Table II). Since this regulation expires on 31 December 1999, the
Commission adopted a proposal for a new regulation on 16 December
which sets out the rules, terms and conditions for structural assistance in
2000-06 (Table II). On 17 December the Council adopted specific meas-
ures for fishermen affected by the ban on driftnets (— point 601).

369. The breakdown by Member State of the commitments for 1998
under Objective 5a ‘fisheries’ is shown in Table 9.

Development of rural areas

370. The breakdown by Member State of commitments for 1998 under
Objective 5b is given in Table 10.
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TABLE 9

Commitments in 1998 — Objective 5a ‘fisheries’
(million ECU)

Member State FIFG (areas outside Objectives 1 and 6)
Belgium 0.826
Denmark 23.540
Germany 12.740
Spain 40.540
France 1.420
Italy
Luxembourg
Netherlands
Austria
Finland
Sweden
United Kingdom 14.770
Total 93.836
TABLE 10
Commitments in 1998 — Objective 5b
(million ECU}
Member State ERDE ESE EAGGE Guidance
Section

Belgium 6.927 0.710 3.482
Denmark 3.802 2.892 —
Germany 73.253 31.094 31.705
Spain 29.748 19.583 25.142
France 239.815 80.840 200.367
Italy 121.899 50.782 238.531
Luxembourg 1.204 0.366 —
Netherlands 6.743 2.064 5.297
Austria 29.287 21.478 32.996
Finland 21.370 — 13.310
Sweden 17.132 0.323 3.514
United Kingdom 81.553 16.222 8.456

Total 632.733 226.354 562.800

Regions with an extremely low population density (Objective 6)
371. Following the mid-term review of implementation of the SPD for

Finland, the Commission made adjustments to this document on 17
June. Commitments under Objective 6 in 1998 totalled ECU 186.3 mil-
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lion, of which ECU 88.4 million went to Finland and ECU 97.9 million
to Sweden.

Community initiatives

372. In a report adopted on 24 February ('), the Commission recom-
mended that support for the Portuguese textile industry introduced in
1995 (%) should continue. On 4 March, it extended the scope of the
Konver initiative to further regions in the United Kingdom (3). It also
modified, on 16 December, the indicative breakdown of funds for the
Community initiatives so as to be able to finance the PEACE initiative
(peace and reconciliation in Northern Ireland) in 1999 with ECU 100
million (#).

373. The commitments for Community initiatives in 1998 are set out
in Table 11.
TABLE 11

Commitments 1998 — Community initiatives
{million ECU)

Initiative Country Amount per programme
ADAPT Germany 33.390
Greece 0.812
Spain 80.020
France 70.461
Ireland 6.733
Ttaly 43.920
Netherlands 32.056
United Kingdom 107.304

(1 COM(1998) 91; Bull. 1/2-1998, point 1.3.162.

(?) OJ L 86, 20.4.1995; 1995 General Report, point 319.
(*) Bull. 3-1998, point 1.2.102.

(*) Bull. 12-1998.
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TABLE 11 (continued)
(million ECU)

Initiative Country Amount per programme
Employment Belgium 7.939
Germany 78.110
Greece 9.656
Spain 139.920
France §5.315
Ireland 22.829
Ttaly 95.083
Netherlands 16.215
Portugal 1.420
United Kingdom 55.106
Interreg II 572.202
Konver 11 Belgium 0.940
Germany 25912
Greece 9.937
France 3.093
Luxembourg 0.091
Netherlands 15.325
United Kingdom 1.673
Leader II Belgium 2.724
Germany 12.205
Greece 36.547
Spain 90.427
France 1.881
Ireland 5§3.113
Italy 12.092
Netherlands 2.160
Austria 2.957
Portugal 46.511
Finland 0.248
United Kingdom 2.636
PEACE 162.858
PESCA 51.020
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TABLE 11 (continued)
(million ECU)
Initiative Country Amount per programme
SMEs Germany 1.191
Greece 16.862
Spain 85.078
France 18.095
Ireland 0.304
Traly 29.438
Austria 0.760
Portugal 8.867
United Kingdom 7.702
Not defined 5.234
Rechar II Belgium 1.064
Germany 24.594
Greece 0.148
France 1.579
United Kingdom 9.684
REGIS 11 Spain 41.853
France 31.240
Resider I Germany 15.565
Spain 30.162
France 3.485
Ttaly 21.588
Luxembourg 1.785
United Kingdom 0.585
RETEX Belgium 1.042
Germany 14.014
Greece 18.282
France 3.934
Italy 49.917
Netherlands 0.007
Austria 0.674
United Kingdom 1.129
URBAN Belgium 7.894
Denmark 0.156
Germany 0.513
Spain 94.037
France 2.988
Ireland 8.577
Italy 61.443
Finland 1.632
United Kingdom 4.697
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Other structural operations

374. Following the peace agreement in Northern Ireland, the Council
on 27 April ('), the European Parliament on 30 April (?), and the Euro-
pean Council in Cardiff in June (), welcomed the constructive contribu-
tion made by the Union to peace and reconciliation through its various
aid programmes (*). The European Council meeting in Vienna in Decem-
ber stressed the Union’s desire to continue playing an active role in
encouraging peace and lasting prosperity in Northern Ireland (°).

Innovative measures and other regional operations

375. The financial assistance given in 1998 to pilot projects provided
for in the basic regulation of the various Funds is set out in Table 12.

Cohesion Fund

376. As part of its work on implementing Agenda 2000 (— points 1 et
seq.), the Commission adopted two proposals to amend Regulation (EC)
No 1164/94 establishing a Cohesion Fund (Table II). These proposals are
intended to adjust the provisions on macroeconomic conditionality with
regard to the Member States participating in the single currency, increase
the use made of private finance, use the rate of part-financing to encour-
age correct application of the ‘polluter pays’ principle and simplify
financial management of the Fund.

377. On 7 October, the Commission adopted its annual report on the
work of the Cohesion Fund in 1997 (). The report pointed out that
commitment and payment appropriations were fully utilised and that the
Fund has moved much closer to its goal of balanced funding for envi-
ronment and transport projects, with 49.2 % of commitment appropria-
tions going to the environment and 50.8 % to transport between 1993
and 1997. On 28 May, Parliament adopted a resolution (7) on the 1996
report (®).

') Bull. 4-1998, point 1.2.73.

2) O] €152, 18.5.1998; Bull. 4-1998, point 1.2.74.

3} Bull. 6-1998, point 1.33.

4 1994 General Report, point 474; 1995 General Report, point 321; 1996 General Report, point
313; 1997 General Report, point 405.

5) Bull. 12-1998.

6) COM(1998) 543; Bull. 10-1998, point 1.2.85.

7y Q] €195, 22.6.1998; Bull. 5-1998, point 1.2.112.

8) COM(97) 302; 1997 General Report, point 408.
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TABLE 12
Financing of pilot projects in 1998
(million ECU)
Fund/aim Number of projects Total amount

ERDF
— Interregional cooperation 64 100.430
— Regional economic innovation 17 14.077
— Spatial development 33 24.625
— Urban development 3 3.382
ESF
— Training 11 4.127
— Work organisation 1 0.315
— Job creation 17 5.174
— Employment services 3 1.177
— Social dialogue 3 9.101
EAGGF
-— Technical assistance — 0.687
FIFG
— Small-scale coastal fishing (fishermen and women

family members) 18 1.860
— Studies, technical assistance and information — 2.460

378. In accordance with Article 6 of Regulation (EC) No 1164/94
establishing a Cohesion Fund ('), in April and November the Commis-
sion again examined the budget position of the Member States eligible
under the Fund and concluded that assistance to those countries could
continue.

379. Commitments for financing Cohesion Fund projects in 1998

totalled ECU 2 870.7 million. A breakdown of those commitments by
country and topic is given in Table 13.

("y OJ L 130, 25.5.1994; 1994 General Report, point 434.
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TABLE 13

Commitments in 1998 — Cohesion Fund
(million ECU)

Environment Transport
Total Breakdown
Member State o o {million (%)
Million o Million o ECU)
ECU ° ECU N

Greece 209.850 13.74 306.548 22.97 516.798 17.99
Spain 871.041 57.01 704.853 52.82 1575.894 54.90
Ireland 135.358 8.86 116.352 8.72 258.482 (Y 9.00
Portugal 311.518 20.39 206.743 15.49 518.264 18.08
Technical assistance 1.665 0.06
Total 1527.767 100 1334.496 100 2870.700 100

(') Including ECU 6.772 million in other commitments than for transport and the environment.
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Section 12

Measures for the most remote regions

380. In 1998 work continued on consolidating the acquis communau-
taire in favour of the most remote regions (the French overseas depart-
ments, the Canary Islands and the Azores and Madeira). This concerned
mainly agriculture and fisheries.

381. On 8 January, the Commission adopted a supplementary plan for
the restructuring and improvement of sugar cane plantations in the
French overseas departments (') to achieve the economic objectives laid
down by the programme, i.e. an optimal replanting rate. The most
remote regions which produce bananas were also affected by amend-
ments to the regulation on the common organisation of the market in
bananas following the findings of the World Trade Organisation panel
(— point 576).

382. On 17 July, the Council adopted Regulation (EC) No 1587/98
introducing a scheme to compensate for the additional costs incurred in
the marketing of certain fishery products from the Azores, Madeira, the
Canary Islands and the French departments of Guiana and Réunion as a
result of those regions’ remoteness (— point 596).

383. Concerning the indirect taxation arrangements applicable in the
French overseas departments, the Court of Justice gave three judgments
on dock dues (?). The Court confirmed that these charges are compatible
with Community law and authorised a system of exemptions provided
these were necessary, proportionate and precisely determined.

(Y OJ LS5, 9.1.1998.
(2) Cases C-212/96 [1998] ECR 1.0743, C-37/96 and C-38/96 [1998] ECR 12039, and C-405/96
to C-408/96 [1998] ECR.
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Section 13

Trans-European networks

Priority activities and objectives

384. Following the adoption of guidelines for the various trans-Euro-
pean networks in 1996 and 1997, 1998 was a year of consolidation. In
several reports and communications, the Commission took stock of
progress with the projects provided for in the guidelines, which in gen-
eral was satisfactory. In the context of Agenda 2000, it also proposed
a revision of the financial provisions applicable to trans-European
networks.

General matters and financing

385. On 18 March, as part of the process of implementing its ‘Agenda
2000’ communication, the Commission proposed a revision of Regula-
tion (EC) No 2236/95 laying down general rules for the granting of
Community financial aid in the field of trans-European networks
(— point 6).

386. Community funding for the trans-European networks (TENs) is
shown in Table 14. The TEN financial assistance committee (') met six
times in the course of the year, and endorsed the commitment of ECU
520.27 million, of which ECU 474 million for transport, ECU 27.65
million for telecommunications and ECU 18.62 million for energy.

387. On 2 October, the Commission adopted its annual report on the
trans-European networks for 1997 (2).

Transport

388. On 3 June, as requested by the Luxembourg European Council on
employment (3), the Commission adopted, for presentation to the Cardiff
European Council, a report (*) on progress with and implementation of

'} 1997 General Report, point 420.
2 COM(1998) 391; Bull. 10-1998, point 1.2.87.
*) 1997 General Report, point 418.
4 COM(1998) 356; Bull. 6-1998, point 1.3.91.
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the 14 trans-European transport network projects identified by the Essen
European Council (!) as having priority. The report gives an overview as
well as a timetable and a financial plan for each of the projects. Overall,
significant progress has been made: three projects are near completion
(the Cork-Dublin-Belfast-Larne conventional rail link, Malpensa airport
and the Oresund fixed link), and most of the other projects are due for
completion by around 2005. Meeting in Cardiff in June, the European
Council (2) recalled the importance it attaches to the implementation of
the trans-European networks, including the 14 priority projects.

389. On 28 October, the Commission adopted its first report (*) on the
implementation of the Community guidelines for the development of the
trans-European transport network (#) in 1996 and 1997. In this report it
took stock, for each mode of transport, of the progress made, and put
forward a number of options for the first review of the guidelines.

390. The Commission’s communication on the public-private partner-
ship financing of trans-European transport network projects(®) was
endorsed by the Economic and Social Committee (¢), which, on 25 Feb-
ruary, also specified the conditions which, in its opinion, govern the suc-
cess of such partnerships. The Commission communication on connect-
ing the Union’s transport infrastructure network to its neighbours (7)
was endorsed by the Economic and Social Committee on 26 February (®)
and by the European Parliament on 7 October (°).

391. Activities relating to traffic and navigation management systems
are dealt with in Section 15 (‘Transport’) of this chapter (— point 432).

Telematics and telecommunications

392. As part of the process of implementing Decision No 1336/97/EC
on guidelines for trans-European telecommunications networks ('°), in
January, the Commission adopted a work programme setting out the
projects of common interest referred to in the decision. It also published

('} 1994 General Report, point 324.

() Bull. 6-1998, point 1.16.

(?) COM(1998) 614; Bull. 10-1998, point 1.2.88.

(Y} Decision No 1692/96/EC (O] L 228, 9.9.1996); 1997 General Report, point 327.
(%) COM(97) 453; 1997 General Report, point 421.

(/) O] C129, 27.4.1998; Bull. 1/2-1998, point 1.3.165.

(7} COM(97) 172; 1997 General Report, point 424,

(%) O] C 129, 27.4.1998; Bull. 1/2-1998, point 1.3.164.

(?) O] C 328, 26.10.1998; Bull. 10-1998, point 1.2.89.

(19 OJ L 183, 11.7.1997; 1997 General Report, point 426.
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three calls for proposals (') concerning the interoperation and develop-
ment of telecommunications networks (mobile and satellite communica-
tion networks), generic telecommunications services and their applica-
tions in areas of public interest, and support and coordination schemes.
On 2 February, it adopted its final report(2) concerning preparatory
actions in the field of integrated broadband communications.

393. On 21 December, the Council adopted common positions on the
two proposals for decisions concerning the new IDA programme (elec-
tronic data interchange between administrations) (Tables I and II). On
28 May, the Court of Justice annulled Council Decision 95/468/EC con-
cerning the old IDA programme, because it should have had Article
129d of the EC Treaty as the legal basis (3). The effects of the decision
prior to its annulment are preserved.

Energy

394.  On 30 September, the Commission proposed to update the list of
common interest projects in the energy sector provided for by Decision
No 1254/96/EC, by adding 15 new projects (11 for gas and four for
clectricity) and amending four existing projects (three for gas and one
for electricity) (Table I). On 14 December, it adopted a recommenda-
tion (*) concerning the improvement of the procedures for granting
trans-European energy network authorisations.

Environment

395. In a resolution adopted on 29 January (°), the European Parlia-
ment requested that the technological feasibility of European hydraulic
networks be examined, and suggested launching a pilot project linking
up the Rhoéne basin with the isolated hydrological networks of the
Iberian peninsula.

() OJ C 10, 15.1.1998; O] C 79, 14.3.1998.

(%) COM(1998) 45; Bull. 1/2-1998, point 1.3.166.

(*) Case C-22/96 European Parliament/Council ECR [1998] 1-3231.
() O] L8, 14.1.1999; Bull. 12-1998.

(°) OJ €36, 23.2.1998; Bull. 1/2-1998, point 1.3.223.
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Section 14

Energy

Priority activities and objectives

396. The gradual liberalisation of the internal energy market continued
in 1998 with the adoption, by the European Parliament and the Coun-
cil, of the directive on the internal market in natural gas. The adoption
by the Council of many of the decisions establishing the multiannual
framework programme in the energy sector in turn provided a stable,
multiannual budgetary and legal basis for the energy policy programmes.
The Commission endeavoured to take greater account of the environ-
mental dimension in its energy policy, paying particular attention to
honouring the commitments given by the Community on climate change.
The entry into force of the Enmergy Charter Treaty marked another
milestone in cooperation on energy matters between the Union and its
partners.

Community energy policy: strategic challenges

397. Acting on the Commission’s proposal for a framework pro-
gramme for actions in the energy sector (1998-2002) aimed at bringing
together under one umbrella all the energy policy activities with a view
to making them more effective and compatible with the priority objec-
tives and ensuring closer coordination with energy measures taken under
other Community policies, on 14 December the Council adopted the
framework decision (Table II) and a series of related specific pro-
grammes: ETAP (studies, analyses, forecasts and other related work in
the energy sector) (Table II), Synergy (international cooperation in the
energy sector) (— point 400), Carnot (clean and efficient use of solid
fuels) (— point 419) and SURE (nuclear transport safety and interna-
tional cooperation) (— point 421).

398. As part of the efforts to ensure transparency, the communication
entitled ‘An overall view of energy policy and actions’ ('), submitted by

the Commission on 22 April, gave an overview of all financial assistance
from the European Communities to the energy sector between 1995 and

(Y COM(97) 167; 1997 General Report, point 434.
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1997 ('). To allow all concerned to participate in its discussions and leg-
islative work, the Commission also set up an Energy Consultative Com-
mittee bringing together representatives of the leading suppliers’, con-
sumers’, trade union and environmental protection organisations, which
held its first two plenary sessions on 28 April and 6 October.

Security of supply and international cooperation

399. The Energy Charter Treaty (*) and the protocol on energy effic-
iency and related environmental aspects entered into force on 16 April
(Table II). By 31 December, 38 countries, including 13 European Union
Member States, had ratified the Treaty. On 13 July, the Council author-
ised provisional application of an amendment to the trade-related pro-
visions of the Treaty (Table III). On 13 November, it welcomed initia-
tives for consultations on the development of an appropriate
international arrangement for energy transit.

400. Under the multiannual framework programme for 1998-2002
(— point 397), on 14 December the Council adopted a specific pro-
gramme to promote international cooperation in the energy sector (Table
II). Bearing in mind the growing energy problems in the Union (increas-
ing dependence on external suppliers, emergence of markets with heavy
demand for energy, and worldwide environmental problems), this ensures
the continuity of the Synergy programme, which the Council had already
extended for one year in December 1997 (3).

401. With the collaboration of the pre-accession countries, the Com-
mission started screening their energy legislation (— point 799). An
‘East-West” ministerial conference on energy was held in Brussels on 24
and 25 September on the initiative of the European Parliament. A task
force was set up in June to implement energy cooperation projects
between Europe and the Baltic countries. Cooperation with the central
European countries and the independent States of the former Soviet
Union continued under the PHARE (— points 812 et seq.), TACIS
(— points 862 et seq.) and Synergy (— point 400) programmes, focusing
on modernisation of the electricity systems in these countries and, in
particular, on reshaping the institutional arrangements for the sector and
restructuring the electricity companies. The agreement regarding the
modernisation of the Polish oil sector entered into force on 13 August

("y COM(1998) 244; Bull. 4-1998, point 1.2.81.
(*) 1997 General Report, point 438.
(*}y 1997 General Report, point 439.
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(Table III). On 27 April, the Council adopted conclusions stressing the
importance of the Caspian region to the European Union’s energy sup-

plies (1).

402. Under the Euro-Mediterranean partnership (?), an Energy Minis-
ters conference held in Brussels on 11 May (?) adopted a statement
defining the objectives of this cooperation in the energy sector and an
action plan for the Euro-Mediterranean Energy Forum, covering the
period 1998-2002. The Commission President, Mr Santer, attended a
conference on power production in the Mediterranean area in Beirut, as
part of the Synergy programme.

403. Commissioner Papoutsis attended a G8 ministerial conference on
energy in Moscow in April (= point 881). In their final communiqué
the participants stressed the need for closer international cooperation to
meet the global energy challenges and, in this context, to promote an
open, free environment for trade and investment in the energy sector.

404. The second meeting of the EU-China Energy Working Group was
held in Peking on 9 March to start work on a series of energy projects.
An industrial round table on electricity interconnections in certain
ASEAN countries was held in Singapore on 30 July (— point 898). Mr
Arriela Valera, the Venezuelan Minister for Energy, and Mr Papoutsis
signed an exchange of letters in Brussels on 22 June establishing the
principle of regular meetings between the two parties.

Internal energy market

Natural gas and electricity

405. On 7 April, the Commission adopted a report on the state of
liberalisation of the energy markets (%), which stressed the highly satis-
factory progress made with implementation of Directive 96/92/EC on the
internal market for electricity (°), which would be over 60 % liberalised
by 1999, whereas a minimum target of 25 % had been set. On 16
March it had adopted the first report (¢) on harmonisation requirements

) Bull. 4-1998, point 1.2.89.
) 1996 General Report, point 366; 1997 General Report, point 443,
) Bull. 5-1998, point 1.2.116.
) COM(1998) 212; Bull. 4-1998, point 1.2.82.
} O] L27, 30.1.1997; 1996 General Reporrt, point 346.
) COM(1998) 167; Bull. 3-1998, point 1.2.107.
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with regard to Directive 96/92/EC. This focused on environmental
aspects, particularly on electricity produced from renewable energy
sources. As the aid schemes for these energy sources differed widely, the
Commission stressed the need to establish common rules and to step up
competition in this area. In a resolution adopted on 17 June, Parliament
requested the Commission, as provided for by Article 138b of the EC
Treaty, to submit a proposal for a directive to this end (1).

406. On 22 June, the European Parliament and the Council adopted
Directive 98/30/EC on common rules for the internal market in natural
gas (Table I). This directive, based on an approach striking a balance
between public service obligations and the rules on competition, provides
for at least 20 % of the market in each Member State to be opened up
by 2000, 28 % by 2003 and 33 % by 2008. Electricity generators and
large industrial consumers will be eligible as of right. Along with gas
suppliers, they will have regulated or negotiated access to the transmis-
sion and distribution networks subject to certain conditions. They will
be able to build direct lines between them. In principle, gas supply
activities will be subject to authorisations granted on the basis of trans-
parent, non-discriminatory criteria. Derogations will be allowed on pub-
lic service grounds or to allow for certain specific situations.

Infrastructure and cohesion

407. Information on other energy-related activities under the cohesion
and trans-European network policies can be found in Sections 11
(‘Economic and social cohesion’) (— points 347 et seq.) and 13 (“Trans-
European networks’) (— points 384 et seq.) of this chapter.

Energy and environment

General

408. At the request of the Cardiff European Council, in a communi-
cation adopted on 14 October the Commission (?) examined ways of
strengthening environmental integration within Community energy
policy. It identifies a range of priority actions in this connection, focus-
ing on three priority areas: promotion of energy efficiency, an increase in

(Y OJ €210, 6.7.1998; Bull. 6-1998, point 1.3.96.
(?) COM(1998) 571; Bull. 10-1998, point 1.2.95.
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the market share of renewable energy sources, and a reduction in the
environmental impact of conventional energy sources. The report (')
drawn up by the Council on the basis of this communication was
favourably received by the Vienna European Council (2).

New and renewable energy sources

409. On 18 May the Council adopted a decision on implementation in
1998 and 1999 of the Altener II multiannual programme for the pro-
motion of renewable energy sources (Table II).

410. The White Paper on a Community strategy and action plan on
renewable sources of energy (}) was welcomed by the Economic and
Social Committee on 29 April (*), by the Council on 8 June (®), by the
European Parliament on 18 June(®) and by the Committee of the
Regions on 16 July (7).

Promotion of energy efficiency and rational use of energy

411. Under the SAVE II programme concerning the promotion of
energy efficiency (®), 96 projects received support totalling ECU 15.8
million in 1998. For the first time associated central European countries
participated in some of these projects, as called for by the Economic and
Social Committee in the own-initiative opinion adopted on 9 Septem-
ber (°). In addition, 33 new energy agencies were set up under the
responsibility of local or regional authorities. On 17 July, the Commis-
sion adopted a report on progress on the SAVE II programme in 1996
and 1997 (19),

412. The Commission communication on a Community strategy to
promote combined heat and power (!!) was welcomed by the Committee

Bull. 11-1998, point 1.2.100.
Bull. 12-1998.
COM(97) 599; 1997 General Report, point 452.
OJ C214, 10.7.1998; Bull. 4-1998, point 1.2.85.
OJ C 198, 24.6.1998; Bull. 6-1998, point 1.3.94,
O] €210, 6.7.1998; Bull. 6-1998, point 1.3.95.
O] €315, 13.10.1998; Bull. 7/8-1998, point 1.3.146.
OJ L 335, 24.12.1996; 1996 General Report, point 341.
0] C407, 28.12.1998; Bull. 9-1998, point 1.2.88.
COM(1998) 458; Bull. 7/8-1998, point 1.3.147.
COM(97) 514; 1997 General Report, point 454.
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of the Regions on 13 March ('), by the Economic and Social Committee
on 25 March (?) and by the European Parliament on 15 May ().

413. On 27 January, the Commission adopted Directive 98/11/EC con-
cerning the energy labelling of household lamps (*).

Energy strategy and reduction of greenhouse gas emissions

414. On 29 April, the Commission adopted a communication (°) exam-
ining how far a Community strategy for the rational use of energy could
contribute to meeting the commitments given, at the third conference of
the parties to the United Nations Convention on Climate Change in
Kyoto, on the reduction of greenhouse gas emissions and outlining an
action plan to this end. This communication was endorsed by the Econ-
omic and Social Committee on 9 September (¢} and by the Council on 7
December (7).

415. Information on other activities to follow up the Kyoto conference
and on the preparations for and proceedings of the fourth conference of
the parties to the Framework Convention on Climate Change (Buenos
Aires) can be found in Section 17 (‘Environment’) (— points 506 et seq.)
of this chapter.

Promotion of research and technological development

416. Under the ‘technological demonstration’ part of the ‘Non-nuclear
energy’ specific programme of the fourth framework programme for
research and technological development (1994-98) (— point 303), in
1998 the Commission granted ECU 14.08 million for 114 strategic and
promotional actions (¥) and ECU 103.4 million for 129 demonstration
projects concerning the rational use of energy, renewable energy and fos-

sil fuels (®).

) OJ €180, 11.6.1998; Bull. 3-1998, point 1.2.108.
) O] C157, 25.5.1998; Bull. 3-1998, point 1.2.108.
) O] C167, 1.6.1998; Bull. 5-1998, point 1.2.121.
) OJ L 71, 10.3.1998.
) COM(1998) 246; Bull. 4-1998, point 1.2.79.
) O €407, 28.12.1998; Bull. 9-1998, point 1.2.88.
}) O] €394, 17.12.1998; Bull. 12-1998.
) Calls for proposals: O] C 280, 16.9.1997 and O] C 188, 17.16.1998.
) Call for proposals: O] C 357, 15.12.1994.
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Individual sectors

Oil

417. On 14 April, the Commission adopted a proposal for a directive
to improve the arrangements introduced by Directive 68/414/EEC impo-
sing an obligation on Member States to maintain minimum stocks of
crude oil and/or petroleum products (Table II). This directive was
adopted by the Council on 7 December. In addition, on 19 June the
Commission adopted a proposal for a decision updating the Community
procedure for information and consultation on crude-oil supply costs
and the consumer prices of petroleum products (Table II). In a report (')
adopted on 15 July, it concluded that Directive 94/22/EC on the condi-
tions for granting and using authorisations for the prospecting, explora-
tion and production of hydrocarbons(?) was operating correctly. The
Commission was also actively involved in the work on the disposal of
offshore oil and gas installations (— point 520). Parliament and the
Council in turn adopted a directive on the quality of petrol and diesel
fuel on 13 October (— point 502).

Natural gas

418. On 22 June, the European Parliament and the Council adopted
Directive 98/30/EC concerning common rules for the internal market in
natural gas (— point 406).

Solid fuels

419. Under the framework programme for 1998-2002, on 14 Decem-
ber the Council adopted a decision on a multiannual programme of
actions promoting the clean and efficient use of solid fuels (Carnot)
(Table 1I). On 16 December, the Commission adopted its annual report
on the market in solid fuels in the Community in 1997 and the outlook
for 1998 (3).

(1) COM(1998) 447; Bull. 7/8-1998, point 1.3.145.
(3) OJ L 164, 30.6.1994; 1994 General Report, point 344.
(*) Bull. 12-1998.
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Electricity

420. Information concerning implementation of Directive 96/92/EC
concerning the internal market in electricity can be found under ‘Internal
energy market’ (— point 405) of this section.

Nuclear energy

421. To complement its proposal for a multiannual framework pro-
gramme in the energy sector, on 15 July the Commission adopted a pro-
posal for a multiannual programme (1998-2002) of actions in the
nuclear sector (SURE) (Table II). This programme focuses, in particular,
on the safe transport of radioactive materials in the Community, on
safeguards for nuclear installations in countries currently participating in
the TACIS programme (— points 862 et seq.) and on international
cooperation. The Council adopted this programme on 14 December.

422. On 25 May, the Council authorised the Commission to negotiate
a nuclear cooperation agreement with Japan (Table III). Following nego-
tiations between Euratom, France and the International Atomic Energy
Agency, on 11 September the Commission also proposed the conclusion
of a safeguards agreement pursuant to Protocol 1 of the Treaty of
Tlatelolco which creates a nuclear-weapons-free zone in Latin America
(Table III), and, on 11 December it proposed the negotiation of a
nuclear cooperation agreement with Ukraine (Table III). An agreement
for cooperation on nuclear research with Canada was signed in Decem-
ber (— point 313).

423. Other information concerning nuclear safety and safeguards and
action to combat illicit trafficking in radioactive substances can be found
in Sections 18 (‘Nuclear safety’) (— points 529 et seq.) and 19
(‘Euratom safeguards’) (— points 540 et seq.) of this chapter.

Euratom Supply Agency

424. A steady supply of nuclear materials and nuclear fuel cycle ser-
vices was provided for users in the Community in 1998. The conclusion
of multiannual contracts between users and primary producers of natural
uranium, as recommended by the Euratom Supply Agency, enabled users
to meet their needs at attractive prices and producers to find outlets for
their products. As in previous years, the conversion, enrichment and
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fabrication markets remained stable and installations in the Union cov-
ered a large proportion of users’ needs.

425. The independent States of the former Soviet Union remained the
leading suppliers of natural uranium and the largest external source of
enriched uranium. Their market share seems to be stabilising at a high
level (around one quarter of natural uranium requirements and slightly
below that level for enriched supplies). The expected sales of large quan-
tities of natural uranium from Russia’s nuclear arms to undertakings in
the West failed to materialise, however, one possible reason being the
announcement by the United States Enrichment Corporation (USEC) of
sales of large US Government stocks of natural uranium in a few years
time.

426. The Euratom Supply Agency’s annual report for 1997 was pub-
lished in June (1).

State aid to the coal industry

427. State aid is covered in Section 5 (‘Competition’) of this chapter
(— points 222 et seq.).

(') Available from the Euratom Supply Agency and on the Europa server and the Internet
(— point 1153).
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Section 15

Transport

Priority activities and objectives

428. Integrating the environment dimension into the common transport
policy and changing the modal split were again high on the list of Com-
mission priorities. To further these aims, the Commission adopted an
action programme for the period 1998-2004, a communication on trans-
port and carbon dioxide, a White Paper on infrastructure charging, an
action programme on local and regional public transport as well as pro-
posals to amend all the legislation on the use of rail infrastructure. Sub-
stantial progress was also made on legislation in the field of safety, pay-
ment for infrastructure use, working conditions, social standards and
working hours in road and sea transport in particular.

Development of the common transport policy

429. On 1 December, the Commission adopted a communication (')
entitled “The common transport policy — Sustainable mobility: perspec-
tives for the future’ which is intended to update the action programme
adopted in 1995 (%), and outlines the prospects for the period 2000-04.

430. The Committee of the Regions adopted an own-initiative opinion
setting out the objectives of a sustainable transport strategy (°) on
12 March and another on 14 May adopting a European charter of
reglonal and local authorities for a progressive and sustainable transport

policy (*).

Infrastructures, traffic management and navigation systems

431. As a follow-up to its Green Paper on fair and efficient pricing
in transport (°), the Commission adopted a White Paper entitled ‘Fair

(1) COM(1998) 716; Bull. 12-1998.

() COM(95) 302; 1995 General Report, point 385.

(*) OJ C 180, 11.6.1998; Bull. 3-1998, point 1.2.110.

(Y OJ €251, 10.8.1998; Bull. 5-1998, point 1.2.127.

(%) COM(95) 691; 1995 General Report, point 389; 1996 General Report, point 379.
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payment for infrastructure use’ on 22 July('). It recommends the
gradual harmonisation of infrastructure charging systems based on the
‘user pays’ principle, according to which all users of transport infrastruc-
ture would have to pay for all the costs they generate, including envi-
ronmental costs. In addition, on 21 December the Commission adopted
a communication on electronic fee collection (?).

432. On 21 January, the Commission adopted a communication defi-
ning a FEuropean strategy for global navigation satellite systems
(GNSS) (3), which the Council endorsed on 17 March. The Community,
the European Space Agency and Eurocontrol signed an agreement on 18
June on developing and validating the operational capacity of a Euro-
pean contribution to such a system (Table III). On 14 May and 7 Octo-
ber (*) respectively, the Committee of the Regions and the European Par-
liament endorsed the Commission communication on a Community
strategy and framework for the deployment of road transport telematics
in Europe (°).

Networks

433. The trans-European transport networks are dealt with in Section
13 of this chapter (“Trans-European networks’) (— points 384 et seq.).

Transport and environment

434. On 17 June, the Council, expressing its concern at the environ-
mental impact of the increase in the provision and use of transport, con-
firmed that priority was to be given to integrating environmental objec-
tives into transport policy (°). The report(”) that it adopted on this
subject on 30 November was favourably received by the Vienna Euro-
pean Council (®).

435. In the context of the commitments entered into at the Kyoto con-
ference on reducing emissions of greenhouse gases(”), the Commission

(1Y COM(1998) 466; Bull. 7/8-1998, point 1.3.150; Supplement 3/98 — Bull.
(2} COM(1998) 795; Bull. 12-1998.

(*) COM(1998) 29; Bull. 1/2-1998, point 1.3.171.

(*} O] C 328, 26.10.1998; Bull. 10-1998, point 1.2.98.

(°y COM(97) 223; 1997 General Report, point 471.

() Bull. 6-1998, point 1.3.103.

(7) Bull. 11-1998, point 1.2.105.

(*) Bull 12-1998,

(*} 1997 General Report, point 552.
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adopted a communication on 31 March entitled ‘Transport and carbon
dioxide — Developing a Community approach’, in which it reviews the
policies already implemented by the Community and presents other
measures that could be adopted to reduce carbon dioxide emissions in
transport ('). In a working paper adopted on 14 July (%), the Commis-
sion described the building blocks of a framework to deal with the envi-
ronment problems of heavy goods vehicle (HGV) traffic, stressing the
importance in this connection of measures to avoid unnecessary trans-
port (diverted traffic, empty lorries), to increase the market share of
environmentally friendly modes such as rail and combined transport and
to minimise the environmental impact of road vehicles by raising tech-
nical standards.

436. 1In the field of transport of dangerous goods the Council, on 17
July, adopted Directive 98/55/EC, which extends the scope of Directive
93/75/EEC concerning minimum requirements for vessels carrying da-
ngerous or polluting goods to the transport of radioactive waste (Table
II) and on 30 November it adopted a common position on a proposal
for a directive aimed at improving the safety of transportable pressure
equipment (Table 1I). On 19 March, the Commission proposed harm-
onising the examination requirements for safety advisers for the trans-
port of dangerous goods by road, rail or inland waterway (Table II). On
15 January, it asked the Council for a mandate to open negotiations
to conclude a European agreement on the international transport of
dangerous goods by inland waterway (Table III).

Research and technological development

437. Research and technological development in the transport sector is
dealt with in Section 8 of this chapter (‘Research and technological
development’) (— point 307).

Multimodal transport

438. In order to promote combined transport, the Commission pro-
posed, on 10 July, that Directive 92/106/EEC on the establishment of
common rules for certain types of combined transport of goods between
Member States (Table II) and Directive 96/53/EC on maximum dimen-
sions and weights of certain road vehicles (Table II) should be amended

() COM(1998) 204; Bull. 3-1998, point 1.2.111.
() COM(1998) 444; Bull. 7/8-1998, point 1.3.155.
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to allow tax concessions, an exemption from certain driving restrictions
and an increase in the maximum authorised weights for vehicles used in
combined transport. On 1 October, the Council adopted Regulation (EC)
No 2196/98 concerning the granting of Community financial assistance
for actions to promote combined transport (Table II).

Inland transport

Rail transport

439.  On 31 March, in a communication (') on the impact of Directive
91/440/EEC on the development of the Community’s railways, the Com-
mission suggested that the future liberalisation of this sector should
focus on freight transport and should take place in stages, starting with
5 % of the market and rising to 25 % after 10 years, in order to safe-
guard the position of the existing companies. In addition, in order to
ensure more efficient use of rail infrastructure, the Commission proposed
amendments to Directives 91/440/EEC (Table ), 95/18/EC (Table II)
and 95/19/EC (Table II) on 22 July. They concern, in particular, the allo-
cation of rail infrastructure capacity, the calculation of charges for infra-
structure use, the separation for accounting purposes of infrastructure
management and transport operations and the licensing of railway
undertakings.

440. The Commission communication on trans-European rail-freight
freeways () was endorsed by Parliament on 13 January (3), by the Econ-
omic and Social Committee on 28 January (*), and by the Committee of
the Regions on 12 March (°).

Road transport

441. At its meeting on 30 November and 1 December, the Council
agreed a common position on a proposal for a directive on the charging
of heavy goods vehicles and user charges/tolls for the use of motorway
infrastructures (Table II).

(') COM(1998) 202; Bull. 3-1998, point 1.2.114.

() COM(97) 242; 1997 General Report, point 477.
(*} OJ C 34, 2.2.1998; Bull. 1/2-1998, point 1.3.175.
(4) O] €95, 30.3.1998; Bull. 1/2-1998, point 1.3.176.
{?) O] C 180, 11.6.1998; Bull. 3-1998, point 1.2.113,
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442. 1In a resolution of 11 March ('), Parliament approved the Com-
mission’s road safety programme for the period 1997-2001(2). In this
context, also on 11 March, the Commission proposed strengthening the
provisions on roadworthiness testing of heavy goods vehicles (Table II).
On 24 September, the Council adopted Regulation (EC) No 2135/98
(Table M), which provides for the obligatory installation from 1 July
2000 of new equipment to monitor the working hours of lorry drivers
(tachographs). It also amended Directive 96/26/EC on admission to the
occupation of road haulage operator and road passenger transport
operator on 1 October (Table II), in order to tighten up the admission
conditions relating to the level of professional competence required and
the financial standing of the undertaking.

443. As part of the proposals relating to working hours in the
excluded sectors (— point 138), on 18 November the Commission
adopted a proposal relating to the road haulage sector, the main aim of
which is to improve drivers’ health and road safety and which, to this
end, provides for a maximum working week (on average 48 hours with
a ceiling of 60 hours) and minimum daily and weekly rest periods; the
proposal also contains rules concerning breaks, night workers and
derogations.

444. On 3 November, the Council adopted Regulation (EC)
No 2411/98 on the recognition in intra-Community traffic of the distin-
guishing sign of the Member State in which motor vehicles and their
trailers are registered (Table II) and a common position on a proposal
for a directive aimed at harmonising registration documents for the
latter (Table II).

445. On 11 March, the Commission tabled a proposal on harmonised
rules for restrictions on heavy goods vehicles involved in international
transport on designated roads (Table II). In addition, it adopted the
report on the system of transit through Austria (?) (which it proposes to
keep in operation until 2001) on 16 January, the report of the impact of
cabotage on the market (%) (which it considers small) on 4 February, and
the report on the system applicable to coaches and buses no more than
15 m long(°) on 27 May.

(" OJ C104, 6.4.1998; Bull. 3-1998, point 1.2.117.
(?) COM(97) 131; 1997 General Report point 478.
(*) COM(1998) 6 Bull. 1/2-1998, point 1.3.177.

() COM(1998) 47 Bull. 1/2- ]998 point 1.3.179.
(Y COM(97) 499; Bull. 5- 1998, point 1.2.130.
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Inland waterway transport

446. The Commission followed up its report on the impact of measures
to restructure inland waterway navigation (!), which was favourably
received by the European Parliament on 3 December (2), with a pro-
posal, on 28 September, to establish a transitional regime providing for
the gradual reduction and eventual abolition of all the conditions gov-
erning the entry into service of new vessels and the setting-up of a
standby mechanism which would be reactivated only in the event of a
serious disturbance of the market. On 21 December, the Council
adopted a common position on this proposal (Table ).

Urban transport

447.  The Commission adopted a communication (3) on 10 July on the
work programme it intends to implement in order to achieve the objec-
tives identified in the Green Paper entitled “The citizen’s network’ (4).
This programme focuses on stimulating the exchange of information on
local transport, developing the benchmarking of service performance,
improving the legal framework of local public passenger transport and
using the European Union’s financial instruments effectively.

Sea transport

448. In the context of the action programme for a common policy on
safe seas(°), the Commission proposed, on 18 February, the establish-
ment of common safety rules for the operation of ro-ro terry and high-
speed passenger craft services in the Community (Table 1I), followed, on
17 July, by a proposal to improve port reception facilities for ship-
generated waste and cargo residues (Table II). The Council adopted a
common position on the first proposal on 21 December. As part of the
proposals relating to working hours in the excluded sectors (— point
138), on 18 November the Commission adopted two proposals for dir-
ectives and a recommendation aimed at applying, within the Community,
for all vessels, including those flying the flag of third countries, the
working hours adopted by the International Labour Organisation in
October 1996. On 17 March, the Council adopted Directive 98/18/EC

() COM(97) 555; 1997 General Report, point 482.

(?) Q] C398, 21.12.1998; Bull. 12-1998.

(*) COM(1998) 431; Bull. 7/8-1998, point 1.3.158.

(*) COM(95) 601; 1995 General Report, point 404,

(°) COM(93) 66; Twenty-seventh General Report, point 322.
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(Table II) in order to apply certain international safety standards for
passenger vessels in the Community and, on 27 April, Directive
98/25/EC on port State control (Table II). It also adopted Directive
98/35/EC on the minimum level of training for seafarers on 25 May
(Table II) and Directive 98/41/EC on the registration of persons sailing
on board passenger ships on 18 June (Table II).

449. On 29 April, in order to eliminate unfair competition due to the
employment of seafarers in the Community on the terms and conditions
applicable in third countries, the Commission adopted a communica-
tion ('), accompanied by a proposal for a regulation (Table II) and a
proposal for a directive (Table II).

450. The Commission Green Paper on ports and maritime infrastruc-
tures (?) was endorsed by the Economic and Social Committee on 9 Sep-
tember (?).

Air transport

451. In a resolution of 19 February (*), Parliament, having examined
the Commission communication on the impact of the third air transport
liberalisation package (°), stressed the need to take account of the social
repercussions of deregulation. The Commission adopted two decisions
1mp1ement1ng Regulation (EEC) No 2408/92 on access for Community
air carriers to intra-Community air routes( ). On 22 July, it decided that
Sweden could not restrict the exercise of traffic rights on air routes
between the new Karlstad airport and other Community airports by
noisy aircraft, apart from operational restrictions such as the night cur-
few (22.00 to 7.00). On 9 September, it opposed the conditions for the
compulsory transfer of most of the traffic in the Milan airport system
from Linate airport to Malpensa. Following this decision, the Italian
authorities decided to adopt new traffic distribution rules.

452. The Commission also proposed improvements to the denied-
boarding compensation system in air transport (Table II) on 30 January.

y COM(1998) 251; Bull. 4-1998, point 1.2.94.
)} COM(97) 678; 1997 General Report, point 485.
) O] C407, 28.12.1998; Bull. 9-1998, point 1.2.99.
) O] C80, 16.3.1998; Bull. 1/2-1998, point 1.3.188.
) COM(96) 514; 1996 General Report, point 397.
) O] L 240, 24.8.1992; Twenty-sixth General Report, point 674.
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453. In the field of air transport safety, on 15 December the Commis-
sion proposed amendments to Regulation (EEC) No 3922/91 on the har-
monisation of technical requirements and administrative procedures in
the field of civil aviation (Table II). For its part, the Council updated
Directive 92/14/EEC on the limitation of the operation of aeroplanes
covered by Annex 16 to the Convention on International Civil Aviation
on 30 March (Table II) and on 4 June adopted a common position on
a proposal for a directive aimed at establishing a safety assessment of
third countries’ aircraft using Community airports, based on a common
system of collecting, exchanging and processing information on such air-
craft (Table II). It also authorised the Commission on 18 June to nego-
tiate, firstly, Community membership of Eurocontrol (Table III) and, sec-
ondly, the establishment of a European Aviation Safety Authority in the
legal form of an international organisation (Table III). In a resolution of
19 February, following the Mount Cermis tragedy, Parliament called on
the competent aviation authorities to draw up more binding regulations
for military flights (1).

454. On 9 March, the Commission proposed banning, from 1 April
1999, the inclusion in Member States’ aircraft registers of aeroplanes
which have been acoustically modified through the use of equipment to
reduce aircraft noise (‘hushkits’) (Table II) because of the environmental
impact of those aircraft. On 16 November, the Council adopted a com-
mon position on this proposal. The discussions and negotiations on envi-
ronmental issues in the International Civil Aviation Organisation (ICAO)
were the subject of a Commission communication of 6 May (?) and
Council conclusions of 16 September (?). On 25 November, the Com-
mission also adopted a communication (*) on the results of the 32nd
session of the ICAO’s General Assembly held in Montreal from 22 Sep-
tember to 2 October.

State aid

455. State aid is dealt with in Section 5 (‘Competition’) of this chapter
(— points 222 et seq.).

(4 O] C80, 16.3.1998; Bull. 1/2-1998, point 1.3.189.
(3) COM(1998) 265; Bull. 5-1998, point 1.2.133.
(*) Bull. 9-1998, point 1.2.105.

() COM(1998) 677; Bull. 11-1998, point 1.2.112.

GEN. REP. EU 1998



-5 TRANSPORT 159

International cooperation

456. On 16 January, the Commission adopted a communication con-
cerning the Euro-Mediterranean partnership in the transport sector (1).
This communication seeks to define a framework for cooperation on
transport within the Euro-Mediterranean partnership, with a view to
establishing an integrated transport network that is efficient, ecologically
sustainable and competitive in the context of a free-trade area in the
Mediterranean. Following on from the Helsinki Conference (*), the Econ-
omic and Social Committee on 10 September emphasised the need to
create special consultation mechanisms to involve economic and social
circles in the definition of a pan-European transport policy (%).

457. Parliament adopted a resolution on 16 January supporting the
Commission’s position in the negotiations with Switzerland on inland
transport (*). On 10 December, the Council reached agreement on the
results of these negotiations, providing in particular for a gradual
increase to 40 tonnes between now and 2005 in the limit on the weight
of vehicles in Switzerland, together with the introduction of a new sys-
tem of user charges for the Swiss road network. These negotiations are
part of a wider package of negotiations with Switzerland covering sev-
eral other fields, including air transport (— points 792 and 793). The
Council authorised the Commission to negotiate maritime transport
agreements with China (Table III) and India on 12 February (°) (Table
1),

() COM(1998) 7; Bull. 1/2-1998, point 1.3.190.

(3) 1997 General Report, point 494,

(%) O] C 407, 28.12.1998; Bull. 9-1998, point 1.2.108.

(*) OJ C 34, 2.2.1998; Bull. 1/2-1998, point 1.3.178.

{5} And not in December 1997, as erroneously stated in the 1997 General Report, point 495.
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Section 16

Information society, telecommunications

Priority activities and objectives

458. In 1998, the first year in which the telecommunications market
was opened up to full competition, the Commission and the other insti-
tutions of the European Union took steps to ensure that Member States
properly implemented the relevant legislation, particularly on universal
service, and to complete the provisions governing such aspects as
number portability, terminal equipment and mobile. communications.
They also took action on radio frequencies, electronic signatures, the
Internet and the ‘millennium bug’. The international aspects of the infor-
mation society were also given special attention.

Information society

459. On 29 July, the Commission presented a summary (1) of the
results of the public consultation on its Green Paper on the convergence
of the telecommunications, media and information technology sectors
and the implications for regulation (?), on which the Fconomic and
Social Committee had submitted an opinion on 29 April (3). The
Committee of the Regions gave its opinion on 16 September (*) and
the European Parliament adopted a resolution on this matter on
22 October (°).

460. In December the European Parliament and the Council reached
agreement on a proposal for a decision adopting an action plan on pro-
moting safer use of the Internet by combating illegal and harmful con-
tent on global networks (Table I). On 23 March, the Council also
authorised the Commission to negotiate with the Council of Europe an
agreement on the protection of privacy on the Internet (Table TII). Fol-
lowing the publication by the US Government of a Green Paper on the
technical management of Internet names and addresses, the Commission,

(1) Bull. 7/8-1998, point 1.3.168.

(?) COM(97) 623; 1997 General Report, point 500.
(*} OJ C214, 10.7.1998; Bull. 4-1998, point 1.2.100.
(*) O] C 373, 2.12.1998; Bull. 9-1998, point 1.2.110.
%) QJ C 341, 9.11.1998; Bull. 10-1998, point 1.2.111.
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in a communication dated 20 February (1), stressed the need for a joint
response from the European Union and its Member States, which the
Council recognised in its 26 February conclusions(?). Next, in a new
communication of 29 July (?), the Commission welcomed the US Gov-
ernment’s acceptance of the observations made by the European Union.
The European Parliament, in a resolution of 19 June, examined the rela-
tionships between the information society, the management of the Inter-
net and democracy (4).

461. As a follow-up to its communication entitled ‘Ensuring security
and trust in electronic communication: — Towards a European frame-
work for digital signatures and encryption’ (*), welcomed on 25 March
by the Economic and Social Committee (°) and on 17 July by the Euro-
pean Parliament (7), on 13 May the Commission adopted a proposal for
a directive on a common framework for electronic signatures (Table I),
intended to lay down rules for security and responsibility in the use of
electronic signatures and so provide for the legal recognition of such
signatures on the basis of principles ensuring the proper functioning of
the internal market. Following its communication on a European initia-
tive in electronic commerce (%), on which the European Parliament
adopted a resolution on 14 May (°), on 18 November the Commission
also adopted a proposal for a directive (Table I) on certain legal aspects
of electronic commerce. The proposal aims to guarantee information
society service providers (electronic remote-operation services) the ap-
plication of the principles of freedom to provide services and right of
establishment provided they comply with the legislation of their
country of origin.

462. On 25 February, the Commission adopted a communication ('°)
on the year 2000 computer problem, or ‘millennium bug’ (the need to
adapt computer systems whose ‘date’ fields contain only two digits to
prevent them from interpreting the year 2000 as the year 1900). This
issue was further examined in June (*!) by the Cardiff European Council

Y COM(1998) 111; Buil. 1/2-1998, point 1.3.199.
2} Bull. 1/2-1998, point 1.3.199.

3} COM(1998) 476; Bull. 7/8-1998, point 1.3.171.
4 QJ C210, 6.7.1998; Bull. 6-1998, point 1.3.117.
Sy COM(97) 503; 1997 General Report, point 522.
¢ 0J C157, 25.5.1998; Bull. 3-1998, point 1.2.134.
7y O] €292, 21.9.1998; Bull. 7/8-1998, point 1.3.178.
8)  COM(97) 157; 1997 General Report, point 499.
% OJ C167, 1.6.1998; Bull. 5-1998, point 1.2.141.
0y COM(1998) 102; Bull. 1/2-1998, point 1.3.196.
1 Bull. 6-1998, point 1.13.
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and gave rise to a new report from the Commission on 2 December (1).
The Vienna European Council welcomed this report and called on the
Member States to implement emergency plans for protecting their infra-
structures and to examine the implications of the problem of interrup-
tions to the supply chain outside the Furopean Union (2).

463. On 30 March, the Council adopted a multiannual Community
policy to stimulate the establishment of the information society in
Europe (Table II).

464. The use of the Information Society Activity Centre (ISAC) (3) ser-
vices such as the Information Society Project Office (ISPO) grew in
1998. Visits to the Internet site (*) more than doubled to some two mil-
lion per month. The ESIS (European survey of the information society in
Europe) was extended to the countries of central and eastern Europe
and the Mediterranean countries, and the Information Society Forum to
the countries of central Europe. In March more than 550 participants
from 35 countries took part in the ESIS.

465. Under the INFO 2000 programme (°) for developing a European
multimedia content industry, 20 pilot projects for boosting the use of
information held by the public sector in Europe and 10 aimed at
improving the framework for negotiating intellectual property rights in
the multimedia domain were selected following calls for proposals
launched in December 1997 (¢). More than 500 candidates competed for
the new European Multimedia Art Prize, which was awarded to the
prizewinners in Vienna in November.

466. Under the programme to promote the linguistic diversity of the
Community in the information society (7), 19 demonstration projects and
a study of the translation and interpretation markets and multilingual
services were implemented in 1998.

COM(1998) 593; Bull. 12-1998.
Bull. 12-1998.
1996 General Report, point 415; 1997 General Report, point 503.
http://www.ispo.cec.be/.
0OJ L 129, 30.5.1996; 1996 General Report, point 412.
OJ C 381, 16.12.1997.
O] L 306, 28.11.1996; 1996 General Report, point 413.
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Telecommunications policy

467. Under the terms of Commission Directive 96/19/EC (1), the tele-
communications market was opened up to full competition on 1 Janu-
ary. The Commission has been monitoring the proper implementation of
the regulations governing this market and the quality of the universal
service which goes hand in hand with its opening. On 18 February (?)
and 25 November (), it adopted its third and fourth reports on the
implementation of the telecommunications regulatory package, and, on
25 February, its first monitoring report on universal service (*), in which
it noted a continuing improvement in the prices and quality of the ser-
vices offered. On 3 September (°), it clarified certain aspects of its
November 1996 communication on the assessment criteria for national
schemes for the costing and financing of universal service (°). The Eco-
nomic and Social Committee, giving its opinion on the Commission
communication on the social and labour market dimension of the infor-
mation society entitled “People first — The next steps’, had on 26 Feb-
ruary called on the Commission to specify in more detail the field of
application of the universal service concept (7).

468. Under the terms of Directive 97/33/EC on interconnection, in
January () and July (°) the Commission adopted recommendations on
interconnection charges and in March (1°) on accounting separation and
cost accounting. It also specified the application of competition rules to
access agreements in the telecommunications sector and to voice com-
munications on the Internet (— point 202).

469. The legislative framework of the telecommunications market was
further strengthened when, on 26 February, the European Parliament
and the Council adopted Directive 98/10/EC on the application of open
network provision (ONP) to voice telephony and on universal service for
telecommunications in a competitive environment (Table I), on which
they had reached agreement in December 1997 ('!), and on 24 Septem-
ber Directive 98/61/EC on operator number portability and carrier

) O] L 74, 22.3.1996; 1996 General Report, point 417.
) COM(1998) 80; Bull. 1/2-1998, point 1.3.204.

) COM(1998) 594; Bull. 11-1998, point 1.2.121.

) COM(1998) 101; Bull. 1/2-1998, point 1.3.205.

5y COM(1998) 494; Bull. 9-1998, point 1.2.114.

) COM(96) 608; 1996 General Report, point 419.

) O] C129, 27.4.1998; Bull. 1/2-1998, point 1.3.14.

) Recommendation 98/195/EC (O] L 73, 12.3.1998).

) Recommendation 98/511/EC (O] L 228, 15.8.1998; Bull. 7/8-1998, point 1.3.174).
) Recommendation 98/322/EC (O] L 141, 13.5.1998).
1Y 1997 General Report, point 508.
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pre-selection (Table I), aimed at introducing these two functions in fixed
networks from 1 January 2000.

470. For the sake of transparency, on 12 February the European Par-
liament and the Council consolidated the legislation on telecommunica-
tions terminal equipment (Table I). On 8 June, the Council adopted a
common position on a proposal for a directive on connected telecom-
munications equipment, aimed at updating and revising the legislation
(Table I). On 20 July, it adopted a common approval procedure for
modems and telephone answering machines ().

471. Concerning mobile communications, on 11 February the Commis-
sion adopted a proposal for a decision on the coordinated introduction
of a third-generation mobile and wireless communications system
(UMTS) in the Community, to promote the rapid and coordinated intro-
duction of UMTS networks and services (mobile telephones, messaging,
wireless Internet access, multimedia applications) which are compatible
throughout the Community (Table I). The decision was adopted on 14
December by the European Parliament and the Council. On 12 October
the Commission presented a communication on the implementation and
functioning of the mobile communication frequency directives (?). The
European Parliament had, on 29 January, stressed the need for a Euro-
pean approach to the development of mobile communications (?).

472. In preparation for the ‘CMR 2000’ World Radio Communications
Conference of the International Telecommunications Union, on 13 May
the Commission adopted a communication (*) aimed at establishing a
link between the agenda of this conference and the Community policies
on radio frequencies in order to launch an early debate on the confer-
ence issues. On 9 December, the Commission adopted a Green Paper on
Community radio frequency band policy (°) aimed at launching a debate
on the need for a consolidated policy on radio frequency bands at Com-
munity level. The Green Paper examines the main issues at stake, such
as planning, the allocation process, the means of allocating frequency
bands and the measures to be taken concerning the use of radio equip-
ment, and considers the optimum institutional framework for implement-
ing radio frequency band policy.

(1} Decision 98/482/EC (O] L 216, 4.8.1998; Bull. 7/8-1998, point 1.3.173).
() COM(1998) 559; Bull. 10-1998, point 1.2.114.

(3) O] C 56, 23.2.1998; Bull. 1/2-1998, point 1.3.208.

(*) COM(1998) 298; Bull. 5-1998, point 1.2.138.

(%) COM(1998) 596, Bull. 12-1998.
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Technological aspects

Information technology

473. Under the specific programme for information technology
research (1), 460 new projects were financed in 1998 at a total cost of
ECU 300 million. Several projects concerned efficient detection systems
for antipersonnel mines. Some two thirds of the funds were granted to
industrial firms; SMEs were involved in 75 % of the projects. An annual
conference (‘IST 98 Vienna’), bringing together for the first time the
three research programmes on information and communications technol-
ogy, was organised in Vienna from 30 November to 2 December in par-
allel with an exhibition of the results obtained by the projects and at an
investment forum.

Telematics

474. Under the specific programme for telematics research (%), 255 new
projects were selected following the last calls for proposals and are now
under way, including 12 integrated applications on digital sites, 46 edu-
cational multimedia projects and one horizontal project which has quad-
rupled the transmission rate across the interconnected research networks.
In February, a European conference, attended by over 2 000 participants,
was held in Barcelona on the 10th anniversary of European telematics
research, in parallel with an exhibition of 100 outstanding projects.

Communications technology

475. Following the last call for proposals, a series of 89 new projects
were selected under the specific research programme on advanced com-
munications technologies and services (%), strengthening Europe’s role as
a prime mover in digital multimedia and the management of optical
communications networks and services and mobile communications.
These activities served as the basis for drawing up Commission propo-
sals for a common framework for electronic signatures (— point 461)
and the coordinated introduction of mobile and wireless telecommunica-
tions (UMTS) (— point 471).

(MY OJ L334, 22.12.1994; 1994 General Report, point 237.
(2) O] L 334, 22.12.1994; 1994 General Report, point 411.
(3} OJ L222, 26.8.1994; 1994 General Report, point 409.

GEN. REP. EU 1998



166 THE COMMUNITY ECONOMIC AND SOCIAL AREA V-16

Telematic communication of administrative data, information and
documents

476. The implementation of the IDA programme on data interchange
between public authorities is dealt with in Section 13 (‘Trans-European
networks’) of this chapter (= poinr 393).

Advanced television services

477. Following the completion on 30 June 1997 of the action plan for
introducing advanced television services in Europe ('), on 13 July the
Commission adopted its final report on the implementation plan (2).

International cooperation

478. In a communication on globalisation and the information society,
on 4 February the Commission called for strengthened international
coordination on the information society and for an international tele-
communications charter (3). The Council welcomed this approach on 19
May (*), and the Economic and Social Committee stressed the need for
better coordination at European level (°). In Brussels, on 29 June, the
Commission organised a round-table conference of industrialists on
globalisation in communications, as a result of which a global business
dialogue (GBD) was set up.

479.  Following the guidelines in its communication on the information
society and development (%), welcomed on 29 January by the Economic
and Social Committee (7), the Commission pursued its collaboration with
the World Bank, Unesco (distance learning in developing countries), the
OECD (electronic commerce) and the Eureka programme (health appli-
cations for telematics).

480. As a follow-up to the third Information Society Forum between
the European Union and the countries of central and eastern Europe (%),

(') OJ L196, 5.8.1993; Twenty-seventh General Report, point 625; 1997 General Report,
point 520.

2) COM(1998) 441; Bull. 7/8-1998, point 1.3.177.

) COM(1998) 50; Bull. 1/2-1998, point 1.3.197.

*} Bull. 5-1998, point 1.2.135.

) O] C284, 14.9.1998; Bull. 7/8-1998, point 1.3.169.

°) COM(97) 351; 1997 General Report, point 528.

7) O] €95, 30.3.1998; Bull. 1/2-1998, point 1.3.211.

%) 1997 General Report, point 530.
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a joint committee was set up and a round-table conference on the infor-
mation society and industry organised. Joint initiatives were also
launched following the Rome Conference on the building of the Euro-
Mediterranean information society ('). An information society working
party was also set up at the second industrial round-table conference
between the European Union and Russia.

481. A new bilateral meeting between the Commission and representa-
tives of the US Government was held in Brussels on 23 and 24 July, at
which subjects of mutual interest such as telecommunications regulation,
electronic commerce and protection of privacy were discussed. The Euro-
pean Union-Japan working party on strategy in the information domain
met in Brussels in March to examine the latest joint initiatives on indus-
trial strategy, such as benchmarking in the information and communica-
tions technology sector, awareness programmes and initiatives in the
standardisation and electronic commerce fields. A conference to promote
cooperation between Europe and Latin America on the information soci-
ety was also organised in Costa Rica from 4 to 6 March, after which a
high-level group of European industrialists was convened to specify the
strategy and objectives of cooperation between the two regions. To final-
ise the future joint initiatives between the European Union and
China (%), a conference on information and telecommunications technol-
ogy was organised in Brussels from 29 June to 1 July, dealing with intel-
ligent transport systems, mobile communications, satellite communica-
tions, positioning and navigation systems and multimedia healthcare
networks. Lastly, a discussion on the information society was launched
with the Republic of Korea.

('Y 1996 General Report, point 430.
(?) 1997 General Report, point 533.
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Section 17

Environment

Priority activities and objectives

482. Substantial progress was made in 1998 with regard to greenbouse
gas emissions, to meet the commitments given at the Kyoto conference
on climate change, concerning air pollution from motor vebicles, with the
adoption of several directives under the ‘Auto-Oil’ programme, and as
regards acidification, as part of the strategy defined in 1997. The Com-
mission also proposed speeding up the phasing-out of substances that
deplete the ozone layer and defined a Community biodiversity strategy.

Particular attention was paid to taking envirommental concerns into
account in other policies. The Commission’s approach was approved by
the European Council which identified transport, energy and agriculture
as some of the priorities in this area. The European Parliament and the
Council also adopted the decision on the review of the fifth environ-
mental action programme.

Action programme

483. On 24 September, the European Parliament and the Council
adopted Decision No 2179/98/EC on the review of the fifth action pro-
gramme in relation to the environment and sustainable development
(Table I). This decision identified five priority areas for the programme
up to the year 2000: integration of the environment into other policies,
broadening the range of instruments used, better implementation and
enforcement of legislation, awareness-raising, and international coopera-
tion. It also stressed the need to step up the action taken by the Com-
munity in specific fields such as depletion of the ozone layer, climate
change and combating acidification.

Taking the environment into account in other policies

484. As requested by the Luxembourg European Council (}), on 27
May the Commission adopted a communication, subsequently endorsed

(") Bull. 12-1997, point 1.14. 56.
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by the European Parliament on 15 November (1), outlining a strategy for
integrating environment into European Union policies (%) in line with the
provisions introduced by the Amsterdam Treaty (3). This strategy is
based on a partnership between the European Parliament, the Council
and the Commission built around guidelines and including monitoring
mechanisms. In June the Cardiff European Council welcomed this
approach, invited all relevant formations of the Council to establish their
own strategies for giving effect to environmental integration within their
respective policy areas, taking account of the Commission’s suggested
guidelines, and identified energy, transport and agriculture as some of
the priority areas for this purpose (*). In December the Vienna European
Council reaffirmed its commitment to integrate environment and sustain-
able development into all Community policies (°).

485. The Commission communication on the environment and employ-
ment (°) was welcomed by the Economic and Social Committee on 28
May (7), by the European Parliament on 16 July (), by the Council on
6 October (°) and by the Committee of the Regions on 19 Novem-
ber (1°).

486. Further information on taking the environment into account in
other Community policies is given in the relevant sections, particularly
Sections 14 (‘Energy’) (— points 408 et seq.), 15 (‘Transport’) (— points
434 et seq.) and 20 (‘Agricultural policy’) (— points 557 et seq.) of this
chapter.

Industry and environment

Emissions from industrial installations

487. On 23 March, the Council decided to conclude the Convention
on the Transboundary Effects of Industrial Accidents (Table III). On 16
June, it adopted a common position on a proposal for a directive to

) O] €379, 7.12.1998; Bull. 11-1998, point 1.2.122.
) COM(1998) 333; Bull. 5-1998, point 1.2.146.
) Article 6 of the consolidated EC Treaty.
) Bull. 6-1998, point 1.11. 34.
) Bull. 12-1998.
) COM(97) 592; 1997 General Report, point 540.
) OJ €235, 27.7.1998; Bull. 5-1998, point 1.2.149.
) O] €292, 21.9.1998; Bull. 7/8-1998, point 1.3.181.
) Bull. 10-1998, point 1.2.116.
Bull. 11-1998, point 1.2.123.
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reduce emissions of volatile organic compounds due to the use of
organic solvents in certain activities and installations (Table II). The spill
of toxic industrial waste in the vicinity of the Dofiana National Park in
Spain prompted the European Parliament to adopt a resolution on 14
May ().

488. On 30 October, the Commission adopted a proposal for a regu-
lation allowing voluntary participation by organisations in a Community
eco-management and audit scheme (EMAS) (Table II). One of the main
objectives of this proposal is to extend the scope of Regulation (EEC)
No 1836/93 (2) to include all organisations with significant environmen-
tal effects.

Chemicals and biotechnology

489. The Convention on the Prior Informed Consent Procedure for
Certain Hazardous Chemicals and Pesticides in International Trade was
signed in Rotterdam on 11 September by the Community and 62 coun-
tries (Table III). This procedure had already been made mandatory for
exports of hazardous chemicals from the Community to non-Community
countries by Regulation (EEC) No 2455/92 (). Implementation of this
regulation was examined in a report adopted by the Commission on 28
April (*).

490. On 30 October, the Commission proposed amending for the ninth
time Council Directive 67/548/EEC relating to the classification, packag-
ing and labelling of dangerous substances in order to extend until 31
December 2000 certain derogations granted to Austria and Sweden as
regards labelling (Table I). The Council reached agreement on this pro-
posal on 21 December. On 18 November, the Commission adopted a
report on the operation of the Community legislation on chemicals (°)
which the Council endorsed on 21 December (¢). The European Parlia-
ment adopted a resolution on endocrine-disrupting chemicals on 20

October (7).

(1) OJ C167, 1.6.1998; Bull. 5-1998, point 1.2.152.

(2) OJ L 168, 10.7.1993; Twenty-seventh General Report, point 470.
(3) OJ L251, 29.8.1992; Twenty-sixth General Report, point 604.
() COM(1998) 245; Bull. 4-1998, point 1.2.106.

(*) COM(1998) 587; Bull. 11-1998, point 1.2.126.

(%) Bull. 12-1998.

(7 O] C 341, 9.11.1998; Bull. 10-1998, point 1.2.123.
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491. On 26 October, the Council amended Directive 90/219/EEC on
the contained use of genetically modified micro-organisms (Table II). On
23 February, the Commission adopted a proposal amending Directive
90/220/EEC on the deliberate release of such organisms into the envi-
ronment (Table I). On the basis of the same directive, it adopted four
decisions authorising the placing on the market of certain varieties of
maize and colza on 22 April ('). On 2 June, it submitted a proposal (?)
to the Council calling upon Austria and Luxembourg to repeal their
bans on certain varieties of genetically modified maize, after the Com-
mission had authorised placing them on the market in 1997 (3).

Waste management

492. On 7 October, the Commission adopted a proposal for a directive
on incineration of waste (Table II) aimed at broadening the scope of the
existing legislation and tightening up the standards which it lays down.
The Council adopted on 4 June common positions on a proposal for a
directive on the landfill of waste (Table II) and on a proposal for a
regulation on shipments to non-OECD countries of non-hazardous waste
intended for recovery (Table II).

493. In February, the Community participated in the fourth conference
of the parties to the Basle Convention on the Control of Transboundary
Movements of Hazardous Wastes and their Disposal (*) in Kuching
(Malaysia). On 6 November, the Commission proposed approving the
amendments to the Basle Convention adopted at the same conference
(Table IIT). Implementation of Regulation (EEC) No 259/93 (°), which
includes measures to give effect to certain decisions taken under the
Convention, was discussed in a report adopted by the Commission on
28 July (°).

494, On 16 September, the European Parliament adopted a resolution
regretting that certain Member States had not done enough to imple-
ment various Community directives on waste management (7).

('} Decisions 98/291/EC to 98/294/EC (O] L 131, 5.5.1998).

(2) COM(1998) 339 and 340; Bull. 6-1998, point 1.3.129.

(*) 1997 General Report, point 556.

(*) Bull. 1/2-1998, point 1.3.220.

(*y O] L 30, 6.2.1993; Twenty-seventh General Report, point 474; 1997 General Report, point
560.

(¢y COM(1998) 475; Bull. 7/8-1998, point 1.3.191.

(7 OJ C313, 12.10.1998; Bull. 9-1998, point 1.2.121.
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Quality of the environment and natural resources

495. On 2 February, the Commission adopted a report on the state of
the environment in the six Linder of the former Fast Germany (1), and
on 11 December it adopted a report on stronger Community environ-
mental standards as a result of the accession of Austria, Finland and
Sweden (?) which the Council endorsed on 21 December (3).

Protection of water

496. On 3 November, the Council adopted a directive on the quality of
water intended for human consumption updating Directive 80/778/EEC
to ensure that the Member States take the measures necessary to guar-
antee that water intended for human consumption meets the minimum
requirements set (Table II).

497. The Commission published its 15th report on the quality of bath-
ing water in the European Union on 20 May (*). On 20 January (%), it
adopted a supplement to its 1997 report (°) on the implementation of
Directive 91/676/EEC (7) concerning the protection of waters against pol-
lution caused by nitrates from agricultural sources. Parliament adopted a
resolution on this subject on 20 October (¥).

Protection of nature and biodiversity

498. On 21 December, the Council approved an update to the list of
species protected under the Berne Convention on the Conservation of
European Wildlife and Natural Habitats (Table III). On 12 February, it
approved the updated list of migratory species protected under the Bonn
Convention (Table III) and on 23 March it concluded the European
Convention for the Protection of Vertebrate Animals used for Experi-
mental and other Scientific Purposes (Table III). On 20 July, the Council
adopted a common position on the proposal for a recommendation sub-
mitted by the Commission in 1995 relating to the keeping of wild

(1) COM(1998) 33; Bull. 1/2-1998, point 1.3.212.
() COM(1998) 745; Bull. 12-1998.

(*) Bull. 12-1998.

(*} Bull. 5-1998, point 1.2.153.

(*) COM(1998) 16; Bull. 1/2-1998, point 1.3.222.
(¢) COM(97) 473; 1997 General Report, point 542.

(7) OJ L375, 31.12.1991; Twenty—ﬁgh General Report, point 649.
(%) OJ C341, 9.11.1998; Bull. 10-1998, point 1.2.126.
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animals in zoos. This common position provided for adoption of a
directive instead of a recommendation (Table II).

499. To meet the Community’s obligations under the Convention on
Biological Diversity ('), a communication adopted by the Commission on
4 February (?) defined a Community biodiversity strategy. This commu-
nication was welcomed by the Council on 16 June(*) and by the Euro-
pean Parliament on 20 October (*). The Commission also participated in
the fourth conference of the parties to the Convention on Biological
Diversity in Bratislava from 4 to 15 May, after the Council had adopted
conclusions in preparation for the conference on 23 March (°).

Air quality, urban environment, noise and transport

500. To implement Directive 96/62/EC on ambient air quality assess-
ment and management (°), on 24 September the Council adopted a com-
mon position on a proposal for a directive relating to limit values for
sulphur dioxide, oxides of nitrogen, particulate matter and lead in ambi-
ent air (Table II). The Commission adopted a proposal for a directive
laying down limit values for benzene and carbon monoxide on 2 Decem-

ber (Table II).

S501. As part of the Community strategy to combat acidification (7),
which the Commission defined in 1997 and the European Parliament
approved in a resolution adopted on 13 May (®), on 23 March the
Council concluded a protocol to the Convention on Long-range Trans-
boundary Air Pollution (Table III) and, on 6 October, adopted a com-
mon position on a proposal for a directive to reduce the sulphur content
of certain liquid fuels (Table II). Also, on 8 July, the Commission pro-
posed updating the directive on the limitation of emissions from large
combustion plants (Table II).

502. On 13 October, the European Parliament and the Council
adopted two directives under the ‘Auto-Oil’ programme to control air
pollution caused by emissions from motor vehicles (°). One of these con-

(1) OJ L 309, 13.12.1993; Twenty-seventh General Report, point 487.
(?) COM(1998) 42; Bull. 1/2-1998, point 1.3.224.

(%) Bull. 6-1998, point 1.3.134.

(%) OJ C 341, 9.11.1998; Bull. 10-1998, point 1.2.128.

() Bull. 3-1998, point 1.2.143.

(%) OJ L296, 21.11.1996; 1996 General Report, point 464.

(7) 1997 General Report, point 548.

(]) OJ C167, 1.6.1998; Bull. 5-1998, point 1.2.151.

(®°) 1996 General Report, point 4635.
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cerned emissions from passenger cars and light commercial vehicles
(Table TI), the other petrol and diesel fuel quality (Table I). On 21
December, the Council reached agreement on a common position on a
proposal for a directive relating to measures to be taken against pollut-
ing emissions from diesel-engine heavy commercial vehicles (Table I). On
3 September, the Commission adopted a proposal for a directive on
action to be taken against emissions of pollutants from agricultural or
forestry tractors (Table I).

503. Conclusions adopted by the Council on 17 June called on the
International Civil Aviation Organisation to introduce stricter standards
on emissions of oxides of nitrogen from civil subsonic aircraft (1).

504. To follow up the Commission Green Paper on future noise policy,
the Danish Government and the Commission organised a conference on
the subject in Copenhagen in September (?). On 18 February, the Com-
mission adopted a proposal for a directive relating to the noise emission
by equipment used outdoors with the dual objectives of tightening up
the standards provided for by the existing directives and combining
those directives in a single text (Table I).

505. The Committee of the Regions adopted an opinion on environ-
ment policy in cities and towns on 12 March (3).

Global environment, climate change, geosphere,
biosphere and energy

506. To meet the binding commitments for a reduction in greenhouse
gas emissions given at the third conference of the parties to the United
Nations Framework Convention on Climate Change in Kyoto in Decem-
ber 1997 (*), the European Community and its Member States signed a
protocol to the Convention in New York on 29 April (Table III). In a
communication adopted on 3 June, the Commission defined the first
steps in a strategy to enable the European Union to meet its commit-
ments under this protocol (*). On 16 June, the Council agreed upon the
contributions to be made by each Member State towards the European

(1) Bull. 6-1998, point 1.3.139.

(2) Bull 9-1998, point 1.2.132.

(*) OJ C180, 11.6.1998; Bull. 3-1998, point 1.2.144,
(*} 1997 General Report, point 552.

(5) COM(1998) 353; Bull. 6-1998, point 1.3.140.
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Union’s commitment to reduce total greenhouse gas emissions by 8 %
by 2010, compared with 1990 levels ().

507. The fourth conference of the parties to the United Nations Frame-
work Convention on Climate Change was held in Buenos Aires in
November (?). An action plan was adopted covering development and
technology transfer, the mechanisms decided at Kyoto (emissions trading,
clean development mechanism and joint implementation), financing
arrangements and policies and measures to attain the objective of the
Convention.

508. The follow-up to the Kyoto conference and preparations for the
Buenos Aires conference were the subject of conclusions by the Euro-
pean Council in June(®), conclusions by the Council in March (%),
May (°) and October (¢}, and resolutions by the European Parliament in
February (7) and September (#).

S509. On 16 June, the Council adopted a common position on a pro-
posal for a decision to extend beyond the year 2000 the mechanism
established by Decision 93/389/EEC for monitoring emissions of CO,
and other greenhouse gases in the Community (Table II). Under the
Community strategy to reduce CO, emissions from cars(®), the Com-
mission adopted a proposal for a directive establishing a scheme to
monitor emissions of carbon dioxide from new passenger cars on 12
June (Table 1I) and a proposal for a directive to set up a system for
providing consumers with information on the fuel economy of new pas-
senger cars on 3 September (Table II). On 21 December, the Council
reached agreement on common positions on these proposals. The Com-
mission also negotiated an environmental agreement with the European
Automobile Manufacturers’ Association, which gave an undertaking to
attain a target of reducing average CO, emissions by new cars sold in
the European Union to 140 g/km by 2008, about 25 % below the 1995
levels. The Commission outlined this draft agreement in a communica-
tion adopted on 29 July (') and welcomed on 6 October (') by the

y  Bull. 6-1998, point 1.3.141.
) Bull. 11-1998, point 1.2.130.
) Bull. 6-1998, point L11. 35.
) Bull. 3-1998, point 1.2.148.
) Bull. 5-1998, point 1.2.120.
) Bull. 10-1998, point 1.2.123.
) OJ C80, 16.3.1998; Bull. 1/2-1998, point 1.3.233.
) OJ C313, 12.10.1998; Bull. 9-1998, point 1.2.133.
) COM(95) 689; 1995 General Report, point 482.
9 COM{1998) 495; Bull. 7/8-1998, point 1.3.197.
') Bull. 10-1998, point 1.2.134,
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Council, which had previously adopted conclusions on the negotiations
in progress on 23 March (') and 16 June (%), and then advocated, on 21
December, the conclusion of similar agreements with the Japanese and
Korean manufacturers ().

510. On 2 April, the European Parliament approved (*) the strategy for
reducing methane emissions submitted by the Commission (°) and called
on the Commission to draft a specific action plan on the subject.

511. On 14 August, the Commission proposed replacing Regulation
(EC) No 3093/94 on substances that deplete the ozone layer(®) by a
new regulation in order to meet the Community’s commitments under
the Montreal Protocol, as amended in 1997 (7), and reflect the progress
made on bringing alternative substances on to the market. This pro-
posal, on which the Council reached agreement on a common position
on 21 December, is aimed at ending the use of chlorofluorocarbons and
halons on Union territory, banning production and marketing by 2001
in the case of methyl bromide and gradually in the case of hydrochloro-
fluorocarbons and banning exports of equipment containing chloro-
fluorocarbons and halons (Table II). On 23 October, the Commission
submitted a strategy for the phasing-out of chlorofluorocarbons in
metered-dose inhalers (3).

Environmental instruments

512. Following on from its 1996 communication on implementing
Community environmental law (°), on 16 December the Commission
adopted a proposal for a recommendation on minimum criteria for envi-
ronmental inspections in Member States ('°).

) Bull. 3-1998, point 1.2.150.
} Bull. 6-1998, point 1.3.143.
) Bull. 12-1998.
) OJ C138, 4.5.1998; Bull. 4-1998, point 1.2.115.
) COM(96) 557, 1996 General Report, point 453.
) O] L 333, 22.12.1994; 1994 General Report, point 533.
) 1997 General Report, point 553.
) COM(1998) 603; Bull. 10-1998, point 1.2.132.
) COM(96) 500; 1996 General Report, point 440; 1997 General Report, point 536.
0 COM(1998) 772; Bull. 12-1998.
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513. In a resolution adopted on 15 July (), the European Parliament
welcomed the Commission communication on environmental taxes and
charges in the single market (?).

S14. Based on Regulation (EEC) No 880/92 (), the Commission
adopted revised criteria for the award of the Community eco-label to
soil improvers on 7 April (%), to dishwashers on 20 July (°) and to mat-
tresses on 2 October (°).

515. Under its policy on environmental agreements(”), in July the
Commission adopted a recommendation (®) recognising the commitment
by the AISE (International Association of Soaps, Detergents and Clean-
ing Products) to a code of good environmental practice for household
laundry detergents and a communication on the commitment given by
the European Automobile Manufacturers’ Association to reduce CO,
emissions from cars (— point 509). Workshops on ‘sustainable develop-
ment — a challenge for the financial sector’ and ‘integrated product
policy” were held in October and December respectively.

516. Under Regulation (EC) No 1404/96 establishing a financial instru-
ment for the environment (LIFE)(®), in 1998 the Commission financed
217 projects, 85 of which concerned nature conservation schemes, 116
other schemes to implement Community environment policy and legisla-
tion and 16 schemes to provide technical assistance to certain non-
member countries in the Mediterranean or Baltic Sea regions, which
were granted a total of ECU 101.3 million. On 4 December, the Com-
mission adopted a report on the implementation of LIFE (') and on
9 December it adopted a proposal for a regulation aimed at continuing
the action in question, subject to certain improvements, during the
period 2000-04 (Table II). The Cohesion Fund (- points 376 et seq.)
also continued to finance environmental infrastructure in the four
Member States concerned.

1y 0OJ €292, 21.9.1998; Bull. 7/8-1998, point 1.3.180.

2} COM(97) 9; 1997 General Report, point 561.

) O] L 99, 11.4.1992; Twenty-sixth General Report, point 604.
4 OJ L219, 7.8.1998.

5) O] L216, 4.8.1998.

¢y OJ L 302, 17.11.1998.

7) 1996 General Report, point 441.

%) Recommendation 98/480/EC (O] L 215, 1.8.1998).

%y O] L 181, 20.7.1996; 1996 General Report, point 442.

10y COM(1998) 722; Bull. 12-1998.
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International cooperation

517. At the sixth session of the Commission on Sustainable Develop-
ment (1) in New York in April, for which the Council had prepared the
ground by adopting conclusions on 23 March (?), the European Union
focused, in particular, on implementation of its proposals on sustainable
freshwater management and the role of industry in sustainable develop-
ment and eco-efficiency, which had been included in the programme
adopted in 1997 by the United Nations special session on the environ-
ment (3). It also played an active part in the activities of the Intergov-
ernmental Forum on Forests (*), which must report to the Commission
on Sustainable Development in 2000 and which held its second meeting,
in Geneva, from 24 August to 4 September. The European Union also
participated in work on the United Nations Environment Programme (%),
particularly in the special session of the Governing Council in Nairobi
(Kenya) in May.

518. In the context of regional cooperation on environmental matters,
the Commission participated in the fourth pan-European conference of
Environment Ministers held in Aarhus (Denmark) from 23 to 25
June (), for which the Council had prepared the ground by adopting
conclusions on 16 June(”). At this event the Community signed the
United Nations Economic Commission for Europe (UNECE) Convention
on Access to Environmental Information, Public Participation in Deci-
sion-making and Access to Justice in Environmental Matters, which aims
at reinforcing the rights of citizens and non-governmental organisations
and encouraging their participation in decision-making (Table III) as well
as signing protocols on persistent organic pollutants (Table III) and
heavy metals (Table III) under the UNECE Convention on Long-range
Transboundary Air Pollution. On 6 July, the Council authorised the
Commission to negotiate a further protocol under the same Convention,
on nitrogen oxides and related substances (Table III), and on 21 Decem-
ber it authorised it to negotiate an agreement on persistent organic pol-
lutants under the United Nations Environment Programme (Table III).

§19. The Council decided, on 9 March, to conclude the United
Nations Convention to Combat Desertification (Table III). The second

(!} Twenty-sixth General Report, point 596.
(3} Bull. 3-1998, point 1.2.154.

() 1997 General Report, point 566.

(*) 1997 General Report, point 568.

() 1997 General Report, point 569.

() Bull. 6-1998, point 1.3.148.
(7) Bull. 6-1998, point 1.3.147.
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conference of the parties to this Convention was held in Dakar from 30
November to 11 December. The Commission also participated in the
fourth meeting of the Mediterranean Commission for Sustainable Devel-
opment in Monaco from 20 to 22 October. On 23 March, the Council
approved Parcom Decision 96/1 (phasing-out of hexachloroethane in
non-ferrous metals) under the Paris Convention for the Prevention of
Marine Pollution from Land-based Sources (Table IIIj. The Commission
submitted a proposal to the Council on 16 September relating to the
conclusion of the Convention on the International Commission for the
Protection of the Oder (Table III).

520. Following the entry into force of the OSPAR Convention for the
Protection of the Marine Environment of the North-east Atlantic on 25
March (Table 1II), a decision on the disposal of disused offshore instal-
lations was adopted at the first OSPAR ministerial meeting in Sintra
(Portugal) in July (*). The European Union’s position at this meeting had
been prepared by a communication submitted by the Commission on 16
February (%), and by conclusions adopted by the Council on 16 June (?).
Ms Bjerregaard represented the Commission at the ministerial-level meet-
ing of the Helsinki Commission (Helcom), the executive body for the
Convention for the Protection of the Baltic Sea, in March.

521. The Council decided to conclude agreements on international
humane trapping standards with Canada (Table IIl) and Russia (Table
Il) on 26 January, and with the United States on 13 July (Table III).
The European Parliament had rejected these agreements.

522. The Europe-Asia cooperation strategy in the field of environment
submitted by the Commission in 1997 (*) was welcomed on 25 February
by the Economic and Social Committee (°) and on 14 July by the Euro-
pean Parliament (°), which stressed the need to take account of poverty
in the context of environmental problems. In a resolution adopted on 2
April in the wake of the fires devastating northern Brazil and south-east
Asia, the European Parliament reaffirmed the importance of tropical for-
ests for the world and the need for international cooperation in this

field (7).

(Y Bull. 7/8-1998, point 1.3.193.

(?y COM(1998) 49; Bull. 1/2-1998, point 1.3.236.

(*) Bull. 6-1998, point 1.3.152.

(Y COM(97) 490; 1997 General Report, point 570.

(*y OJ C129, 27.4.1998; Bull. 1/2-1998, point 1.3.235.
(%) O] C292, 21.9.1998; Bull. 7/8-1998, point 1.3.202.
(7) OJ C138, 4.5.1998; Bull. 4-1998, point 1.2.118.
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523. As part of the pre-accession strategy for the central European
countries, in May the Commission adopted a communication setting out
its general strategy on implementation of the Community environmental
legislation in these countries (— point 807).

524. Information on the European Union institutions’ other interna-
tional activities is given under ‘Industry and environment’ and ‘Quality
of the environment and natural resources’ in this section (— points 487
et seq.).

European Environment Agency

525. On 20 July, the Council adopted a common position on a pro-
posal to amend the regulation on the establishment of the European
Environment Agency designed to define the Agency’s tasks more clearly.
The Agency published its assessment of Europe’s environment in June
and its Management Board adopted a new work programme for 1999 to
2003.

Civil protection

526. On 16 December, the Commission proposed extending the Com-
munity action programme in the field of civil protection to the period
from 2000 to 2004 (Table II) and setting up a Community framework
for cooperation in the field of accidental marine pollution (Table II).

§27. Several projects (exchanges of experts, disaster prevention, crisis
management, medical assistance in the event of disasters and information
for the general public) received funding totalling ECU 1 million under
the Community action programme in the field of civil protection (') in
1998.

528. The European Parliament adopted a series of resolutions in
response to disasters which struck in the Community in the course of
the year (2). These generally stressed the need for closer coordination of
the civil protection facilities in the Member States and to evolve a Com-
munity approach in this field.

("y OJ L8, 14.1.1998; 1997 General Report, point 576.

(%) Floods in Campania on 16 May (O] C 167, 1.6.1998; Bull. 5-1998, point 1.2.159); earthquake
in the Azores on 16 July (O] C 292, 21.9.1998; Bull. 7/8-1998, point 1.3.199); fires in Greece
on 16 July (O] C292, 21.9.1998; Bull. 7/8-1998, point 1.3.200); forest fires in the European
Union on 17 September (O] C 313, 12.10.1998; Bull. 9-1998, point 1.2.134).

GEN. REP. EU 1998



1v-18 NUCLEAR SAFETY 181

Section 18

Nuclear safety (")

Priority activities and objectives

529. Where nuclear safety is concerned, the harmonisation of safety
practices and criteria within the Union and the preparations for enlarge-
ment were the main priorities this year. The European Union also con-
tinued to develop active cooperation with the independent States of the
former Soviet Union.

Radiation protection

530. On 23 February, the Commission adopted a communication (?)
concerning the implementation of Council Directive 96/29/Euratom lay-
ing down basic safety standards for the protection of the health of
workers and the general public against the dangers arising from ionising
radiation (), which must be applied in full by May 2000. Conferences,
seminars and workshops with the Member States were also organised in
order to facilitate the harmonised transposition of this directive into
national law.

531. Pursuant to Article 33 of the Euratom Treaty, the Commission
issued 22 recommendations on draft national measures, and under Arti-
cle 35 of the Treaty, it carried out one visit to verify the operation and
efficiency of facilities for monitoring the level of radioactivity in the
environment.

Plant safety

532. As part of the process of harmonising safety practices and criteria,
several studies were carried out to examine the practices of the different
European countries with regard to probabilistic safety analysis and
safety-relevant software. These studies made it possible to adopt com-

(") Research activities under the specific programme ‘Nuclear fission safety’ are dealt with in Sec-
tion 8 (‘Research and technology’) ofpthis chapter (— point 308). Information concerning the
multiannual programme of actions in the nuclear sector are dealt with in Section 14 (‘Energy’)
of this chapter (— point 421).

() O] C133, 30.4.1998; COM(1998)} 87; Bull. 1/2-1998, point 1.3.234.

(*) OJ L 159, 29.6.1996; 1996 General Report, point 474.
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mon technical positions on key questions of safety. On 14 May, the
Committee of the Regions adopted an own-initiative opinion calling for
more transparency and greater participation by the regional authorities
in the decision-making process on the siting, management and shutdown
of nuclear facilities ().

533. In order to ensure the development of regulatory authorities able
to maintain an acceptable level of nuclear safety in the central European
countries and in the independent States of the former Soviet Union,
cooperation with those countries continued in the context, in particular,
of the Concert Group, which brings together 26 national authorities. In
a resolution adopted on 14 May (?), the European Parliament called
upon the Slovak Republic to postpone the start-up of the Mochovce
nuclear power station.

Radioactive waste

534. On 18 December, the Commission adopted its second report (3)
(1995-96) on the application in the Member States of Directive 92/3/
Euratom on the supervision and control of shipments of radioactive
waste between Member States and into and out of the Community (#).

Decommissioning of nuclear installations

535. The European Union developed its cooperation with the central
European countries and the independent States of the former Soviet
Union with regard to the environmental and safety problems connected
with the decommissioning of nuclear installations. Cooperation with the
central European countries concerned in particular the management of
irradiated nuclear fuel from research reactors. Cooperation with the
independent States of the former Soviet Union focused on the environ-
mental threats from irradiated nuclear fuel from submarines in the
north-west region (Murmansk), large accumulations of waste around
Mayak (Southern Urals) and the legacy of Chernobyl. On § June, the
Council decided to grant a contribution of ECU 100 million, from the
funds for the TACIS programme, to the Chernobyl shelter fund (Table

(") OJ C251, 10.8.1998; Bull. 5-1998, point 1.2.161.

{(3) O] C167, 1.6.1998; Bull. 5-1998, point 1.2.160.

(*) COM(1998) 778; Bull.12-1998; Previous report: COM(95) 192; 1995 General Report, point
514.

(*) OJ L35, 12.2.1992; Twenty-sixth General Report, point 731.
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). On 22 October, the European Parliament adopted a resolution on
the decommissioning of nuclear power stations (1).

Transport of radioactive material

536.  On 8 April, the Commission adopted a communication presenting
the fourth report of its standing working group on the safe transport of
radioactive material in the European Union (?). On 18 June, in a reso-
lution on the safety of transport of nuclear fuel and waste (), the Euro-
pean Parliament, stressing that safety must have absolute priority over
profitability and security of supply, called for safeguards to be stepped
up in this area.

International action

537. On 7 December, the Council adopted a decision (Table III)
approving the accession of Euratom to the International Nuclear Safety
Convention (*).

538. In a communication adopted on 31 March, the Commission took
stock of what it has done in the nuclear sector with regard to the appli-
cant countries of central Europe and the independent States of the
former Soviet Union (*). This matter was also the subject of conclusions
by the Council on 7 December (¢). In the context of the coordination of
international assistance to those countries(7) with regard to nuclear
safety, for which the Commission continues to provide secretariat ser-
vices, the main topics addressed in 1998 were the future aid guidelines,
the assessment of efforts so far and public information.

539.  Cooperation agreements in the field of nuclear safety and thermo-
nuclear fusion were negotiated with Russia (Table III), Ukraine (Table
II) and Kazakhstan (Table III). On 19 September, the agreement
between Euratom and the Korean Energy Development Organisation
(KEDO), one of the objectives of which is to improve nuclear safety,
entered into force (— point 911).

(") O] C 341, 9.11.1998; Bull. 10-1998, point 1.2.136.

{*) COM(1998) 155; Bull. 4-1998, point 1.2.116; Previous report: COM(96) 11; 1996 General
Report, point 478.

(*) OJ C120, 6.7.1998; Bull. 6-1998, point 1.3.146.

(*) 1996 General Report, point 480.

(5) COM(1998) 134, Bull. 3-1998, point 1.3.61.

(°) Bull. 12-1998.

{7) 1997 General Report, point 585.
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Section 19

Euratom safeguards

540. 1In 1998, the Euratom Safeguards Directorate conducted physical
and accounting checks on average stocks of 485 tonnes of plutonium,
10 tonnes of highly-enriched uranium and 303 000 tonnes of (low-
enrichment, natural and depleted) uranium, thorium and heavy water.
These materials were held in the 800 or so nuclear installations in the
Community and gave rise to more than one and a half million operator
entries concerning physical movements and stocks. As in the past, the
checks also covered equipment subject to external commitments under
agreements concluded with non-member countries (Australia, Canada
and United States). The anomalies and irregularities detected by the
Directorate were followed up rigorously by additional inspections.

541. The number of man-days of inspection throughout the Union
amounted to approximately 9 000. This figure mainly reflects the inspec-
tions carried out in the major installations using plutonium, in nuclear
reactors and in the major storage facilities, as well as the more technical
tasks carried out in the context of the new partnership approach
(— point 542). The Safeguards Directorate also launched a new internal
computer system for storing and processing all the accounting data from
nuclear operators in the Community. This complex system, necessitated
by the large quantities of data to be managed and the need to have
rapid and selective access to information, has already proved to be reli-
able, efficient and versatile.

542. The implementation of the new partnership approach (NPA) (')
between the Commission and the International Atomic Energy Agency
(IAEA) continued satisfactorily. The new inspection procedures were for
the most part implemented in many installations and the new approach
has also proved to be effective in the areas of logistics and the training
of inspectors. Additional protocols to the three agreements with the
IAFA aimed at improving its safeguard systems (‘93 +2’ programme)
were signed in Vienna on 22 September (Table III). The Safeguards
Directorate and the Member States took the first practical steps to
define the areas of responsibility and the detailed implementation of the
various measures provided for in the protocols.

('} Twenty-sixth General Report, point 721.
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543. The Safeguards Directorate held a series of bilateral talks with the
authorities of the Member States with a nuclear programme and various
third countries, in particular Australia, Canada, Japan and the United
States, and with the new Argentine-Brazil nuclear agency (ABACC). It
also succeeded in stepping up cooperation with Russia which had slowed
down considerably in 1997 (1), in order to help to develop that coun-
try’s nuclear materials control and accounting system by introducing
modern and more efficient procedures, but without being able to provide
real on-the-spot training for Russian experts.

544. The Safeguards Directorate installed and fine-tuned highly auto-
mated safeguards systems for the major plutonium-processing plants, in
particular MELOX, UP3 and UP2-800 in France, and THORP and SMP
(Sellafield Mox Plant) in the United Kingdom. In addition, after several
years of operation, a full assessment was carried out of the equipment
already installed, and certain systems were improved. Work also con-
tinued on the establishment of Euratom laboratories at Sellafield and La
Hague, the inauguration of the Sellafield laboratory, scheduled for the
end of 1997, having been delayed for technical reasons.

545. During the year the Safeguards Directorate and the JRC’s Institute
for Transuranium Elements (— points 290 et seq.) again took action in
relation to cases of trafficking in nuclear materials, although the number
of actual cases (seizures of uranium or plutonium) detected continued to
fall. According to police sources in the Member States most concerned,
the number of false alarms and attempted blackmail and fraud in con-
nection with other radioactive substances is, however, still on the high
side. The Safeguards Directorate is very active in numerous technical,
sectoral and multidisciplinary working parties designed to develop and
coordinate solutions to this problem at international level.

(*) 1997 General Report, point 592.
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Section 20

Agricultural policy (")

Priority activities and objectives

546. As part of Agenda 2000, the Commission has tabled proposals
for the reform of the common agricultural policy and rural development
policy which are designed to strengthen the competitiveness of European
agriculture both inside and outside the Union, stressing product quality,
food safety and the environment while maintaining a firm commitment
to guaranteeing the farming community an equitable standard of living
and promoting the economic diversification of the Union’s rural areas.
In advance of the introduction of a single currency, the Council adopted
a new agrimonetary system. The Council has also reformed the common
market organisations in olive oil, bananas and tobacco and adopted a
directive to provide better welfare protection for livestock on farms.

Implementing Agenda 2000

547. As part of Agenda 2000, the Commission adopted a set of pro-
posals for draft legislation on agriculture on 18 March; it added a pro-
posed regulation for the wine sector on 16 July. An overall presentation
of the proposals and their treatment by the other institutions appears in
Chapter I (‘Agenda 2000°) (— points 1 et seq.). A specific presentation
of each proposal appears in this section (— points 548 et seq.) (?).

548. The two proposals for regulations on cereals and on other arable
crops (Table II) provide in particular for a single-stage cut of 20 % in
the intervention price in 2000, an increase in direct payments for cereals
(up from ECU 54 to 66 per tonne), oilseeds and non-fibre linseed (also
raised to ECU 66 per tonne), and a continuation of compulsory set-aside
but at a zero rate; voluntary set-aside would remain available.

(1) More detail will be found in The agricultural situation in the European Union — 1998 report
{(in preparation), which is being written in parallel with this General Report. The 1997 Agri-
culture Report is available from the Publications Office (COM(1998) 611).

(2) In the table showing consultation and cooperation procedures launched (Table II at the end of
this Report), the proposals for agriculture as part of Agenda 2000 will be found under the
heading ‘Agenda 2000° at the top of the table and not under ‘Common agricultural policy’.
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549. The Commission is proposing recasting the common organisation
of the market in beef and veal (Table II), with a cut of 30 % in support
prices between 2000 and 2002 and the replacement of intervention buy-
ing by a private-storage system as from 1 July 2002, these measures
being offset by an increase in premiums for livestock farmers (basic pre-
miums to be raised in 2002 to ECU 220 for bulls, ECU 170 (in two
instalments) for bullocks, ECU 180 for suckler cows and ECU 35 for

dairy cows).

550. The Commission has adopted two proposals for reforming the
common organisation of the market in milk and milk products (Table
IT). These include in particular a staged reduction in intervention prices
by 15 %, a continuation of milk quotas until 2006, with an expansion
of 2 % for allocation to new entrants to farming, to upland producers
and to producers in sub-polar regions, and a division of direct payments
to producers into a basic aid of ECU 100 per premium unit and addi-
tional aid of ECU 45 per premium unit, with the latter subject to
national rules.

551. The two proposals for regulations amending the common organi-
sation of the market in oils and fats and the general rules governing aid
for olive oil (Table II) are aimed at increasing the Community-wide
maximum guaranteed quantity, setting production aid at ECU 1 322.5 a
tonne and abolishing aid for consumption of olive oil, for small pro-
ducers and for intervention buying-in. The Council adopted these two
regulations on 20 July as part of the annual farm-prices package. The
changes will come in from the 1998/99 marketing year onwards and
apply for three years initially.

552. The proposal for recasting the common organisation of the wine
market (Table II) is designed first of all to considerably simplify the cur-
rent legislation (the draft regulation will replace 23 existing ones), but is
also aimed at achieving a better balance between supply and demand on
the Community market and at helping the sector become more competi-
tive in the longer run. The proposal provides in particular for the ending
of intervention buying-in as an artificial outlet for surplus production,
while guaranteeing supply to the potable alcohol market under a specific
measure on distillation; grubbing-up schemes are to be targeted on
regions with structural surpluses; the ban on planting new vines is to be
loosened so as to encourage the production of wines for which demand
is expanding; the role of producer groups and interbranch organisations
or their equivalents is to be made more official; and the provisions on
product designations and presentations are improved.
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553. The proposal for a horizontal regulation setting out rules for all
market organisations that involve direct payments to producers (Table II)
provides in particular for a linkage between direct support and environ-
mental requirements (‘eco-conditionality’), as well as allowing Member
States to modify direct aid per farm to take account of the number of
farm workers and tail off aid payments above an ECU 100 000 thresh-
old.

554. The proposal on support for rural development from the Euro-
pean Agricultural Guidance and Guarantee Fund (Table II) provides that
schemes to improve agricultural structures and promote rural develop-
ment are to be funded from the Guidance Section of the EAGGF in
Objective 1 regions (except for agri-environment schemes, early-
retirement schemes, woodland management schemes and aid for farming
in less-favoured areas, for which funding is to come from the Guarantee
Section); in areas not eligible under Objective 1, funding is to come
from the Guarantee Section. This proposal amounts to the merging into
a single text of all the schemes in support of rural development currently
covered by nine separate regulations, that is to say: support for adjust-
ment in agriculture (modernisation of farms, improvement of processing
and marketing structures), start-up aid for new entrants, early retirement
of farmers, agriculture in mountain and less-favoured areas, environmen-
tally sound agricultural practices, woodland management and timber
industry development, and specific training schemes; on top of this, it
includes a broader approach to the development of rural areas by boost-
ing their internal resources (local products, tourism, cultural heritage,
diversification of the local economy), the quality of life in the country-
side and the conservation of the natural environment.

555. The proposal for a new regulation on financing the CAP (Table
II) is designed to recast the legislation in this field, redefining the roles
of the Guidance Section (funding rural development in regions lagging
behind in their development) (— point 554) and the Guarantee Section
(funding rural development in other areas, plus some other measures).

Agricultural structures and rural development

556. Structural measures and assistance are described in Section 11
(‘Economic and social cohesion’) of this chapter (— points 347 et seq.).
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Forests, environment and agriculture

357. On 25 May, the Council extended Regulation (EEC) No 1615/89
establishing a European forestry information and communication system
(EFICS) (*) until 31 December 2002. On the basis of a communication
from the Commission on 18 November (2), the Council adopted a reso-
lution on 14 December on a forestry strategy for the European
Union (°). The Commission for its part granted a toral of ECU 16 mil-
lion in 1998 to projects submitted by Member States under the regula-
tions on protecting the Community’s forests against atmospheric pollu-
tion and against fire (*).

558. Reports from the Commission reviewing the implementation of
the Community aid scheme for forestry measures in agriculture (°) and
the regulation (°) on agricultural production methods compatible with
the requirements of the protection of the environment and the mainte-
nance of the countryside () were the subject of Parliament resolutions
passed on 23 October (]). On the same day, Parliament also gave its
opinion on a new strategy for mountain areas, less-favoured areas and
environmentally sensitive areas (°).

559. The proposal for a regulation drawing up common rules for
direct payments under the CAP, presented by the Commission as part of
Agenda 2000, provides among other things for aid to be made condi-
tional on compliance with environmental criteria (— point 553).

560. The Commission’s report on implementation of the regulation on
the conservation, characterisation, collection and utilisation of genetic
resources in agriculture (*°) was the subject of a European Parliament
resolution on 15 May ('!). The impact of biotechnology and the use of
genetically modified organisms in agriculture was examined by the Euro-

Y Regulation (EC) No 1100/98 (O] L 157, 30.5.1998; Bull. 5-1998, point 1.2.170).

) COM(1998) 649; Bull. 11-1998, point 1.2.137.

3y Ball. 12-1998.

*) Regulations (EC) Nos 307/97 and 308/97 (O] L 51, 21.2.1997; 1997 General Report, point
602).

) COM(97) 630.

) Regulation (EC) No 2078/92 (Of L 215, 30.7.1992; Twenty-sixth General Report, point 516).

) COM(97) 620; 1997 General Report, point 604.

) O] C 341, 9.11.1998; Bull. 10-1998, points 1.2.44 and 1.2.138.

) OJ €341, 9.11.1998; Bull. 10-1998, point 1.2.137.

Y)Y 1997 General Report, point 604.

'} Of C167, 1.6.1998; Bull. 5-1998, point 1.2.165.
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pean Parliament in a resolution of 19 February ('), and by the Economic
and Social Committee in an opinion of 1 July ().

Quality of agricultural products

561. As part of the implementation(?) of Regulation (EEC)
No 2081/92 on the protection of geographical indications and designa-
tions of origin for agricultural products and foodstuffs (*), in Janu-
ary (%), March (¢), June(”), July(®) and October(®) the Commission
added to the list of registered names, which now stands at 503. The
Commission also introduced, on 22 July, a Community symbol (logo) to
help consumers to identify the products protected by the registered
names (1°). It also continued its publicity campaign on protected desig-
nations of origin, protected geographical indications and certificates of
specific character called ‘Products with a story’, as well as work on the
inventory of quality labels used by the Member States (). Evaluations of
the campaigns to promote olive oil, fibre flax, quality beef, milk and
milk products, apples, citrus fruit and grape juice showed that these
campaigns had achieved their goals and had contributed to stabilising
the different markets.

562. The Economic and Social Committee, in an opinion of 1 July,
stated that increasing the production of quality local agricultural prod-
ucts could provide the key to economic progress in less-favoured rural
areas (). For its part, Parliament stated on 9 October that it supported
the creation of a Community quality class based on environmental cri-
teria and the promotion of organic farming ('?).

) O] C80, 16.3.1998; Bull. 1/2-1998, point 1.3.240.
) O] C284, 14.9.1998; Bull. 7/8-1998, point 1.3.203.
) 1997 General Report, point 605.
) OJ L208, 24.7.1992; Twenty-sixth General Report, point 518.
)y OJ L15, 21.1.1998; O L 20, 27.1.1998.
) O] L 87, 21.3.1998; Bull. 3-1998, point 1.2.170.

} OJ L1735, 19.6.1998.

) O] L202, 18.7.1998; O] L 206, 23.7.1998; Bull. 7/8-1998, point 1.3.222.

) OJ L266, 1.10.1998; O] L 270, 7.10.1998.

0y O] L 224, 11.8.1998; Bull. 7/8-1998, point 1.3.223.

) O] C 284, 14.9.1998; Bull. 7/8-1998, point 1.3.224.

2) OJ C 328, 26.10.1998; Bull. 10-1998, point 1.2.145.
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Veterinary and plant health legislation

563. As part of the efforts to combat bovine spongiform encephalopa-
thy (BSE)(!) and other transmissible spongiform encephalopathies
(TSEs), the Commission introduced emergency measures on 18 Novem-
ber (2) to deal with the disquieting development of BSE in Portugal. It
also continued its efforts to supplement the range of protection measures
taken in 1996 and 1997; on 23 April, for instance, it took steps to
support epidemic surveillance schemes for TSEs (%), and on 18 Novem-
ber it adopted a proposal for a regulation (Table I} and a proposal for
a directive (Table I) aimed at consolidating and updating the existing
legislation covering all problems related to TSEs throughout the human
and animal food chains. With the same ends in view, on 22 July the
Commission defined the information required in support of applications
for the evaluation of the epidemiological status of countries with respect
to TSEs (*). The Commission also granted ECU 10 million in aid for the
implementation of pilot projects on the electronic identification of live-
stock (IDEA scheme) (*) on 6 March, adopted a report (°) on the imple-
mentation of Directive 92/102/EEC (7) on the identification and registra-
tion of animals on 17 April, and issued guidelines on 11 November for
detecting and estimating by microscopy the different components in ani-
mal feed, particularly those of animal origin (®). Finally, on 25 Novem-
ber, the Commission introduced a new export regime (°) under which,
after thorough checking of its projected operation and associated con-
trols, a date can be set for the resumption of consignments of deboned
beef from the United Kingdom, but limited to the meat of animals born
after 1 August 1996 (when it is considered that the UK ban on the use
of meat-and-bone meal in ruminant feed actually became effective) and
aged over six months but under 30 months. The Council for its part
twice put off the entry into effect of Decision 97/534/EC on the prohi-
bition of the use of material presenting risks as regards transmissible
spongiform encephalopathies (*°); on 31 March, the entry into effect of
this decision was postponed until 1 January 1999 ('!) and then on 17

) 1996 General Report, points 501 to 506; 1997 General Report, points 606 to 609.
) Decision 98/653/EC (O] L 311, 20.11.1998; Bull. 11-1998, point 1.2.134).
) Decision 98/272/EC (O] L 122, 24.2.1998; Bull. 4-1998, point 1.2.120).
) Recommendation 98/477/EC (O] L 212, 30.7.1998; Bull. 7/8-1998, point 1.3.206).
) Bull. 3-1998, point 1.2.162.
) COM(1998) 207; Bull. 4-1998, point 1.2.122.
) O] L 355, 5.12.1992; Twenty-sixth General Report, point 96.
) Directive 98/88/EC (O] L 318, 27.11.1998).
) Decision 98/692/EC (O] L 328, 4.12.1998; Bull. 11-1998, point 1.2.133).
%) O] L 216, 8.8.1997; 1997 General Report, point 607.
) Decision 98/248/EC (O] L 102, 2.4.1998; Bull. 3-1998, point 1.2.161).
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December it was postponed until 31 January 1999 (). The Council fur-
ther decided on 16 March to lift the ban on the dispatch to other Mem-
ber States and third countries of exports of meat derived from bovine
animals born and reared in Northern Ireland, originating in herds certi-
fied BSE-free, and slaughtered in Northern Ireland in slaughterhouses
exclusively used for that purpose (2). More information on combating
TSEs appears in Sections 23 (‘Public health’) (— point 628) and 24
‘Consumer policy and health protection’) (— points 639 and 640) of
this chapter.

564. The Council took other important decisions on health controls. In
particular it laid down, on 16 March, the methods to be used for micro-
biological testing for salmonella (3), reinforced, on 24 June, the provi-
sions contained in Directive 91/67/EEC to prevent the spread of diseases
of animals used in aquaculture (Table II); on the same day it updated
Directive 64/432/FEC on animal health problems affecting intra-
Community trade in bovine animals and swine (Table 1II); it decided on
19 October to extend until 31 December 2000 the transitional period
for the simplified approval under Decision 95/408/EC of third-country
establishments permitted to export to the Community (*); and on 14
December it adjusted the deadlines for transposing Directive 97/12/EC as
regards combating bovine tuberculosis, bovine brucellosis and enzootic
bovine leucosis (Table II). The Commission proposed, on 18 February,
the implementation of the system of computerised databases provided
for in Directive 64/432/EEC (Table ). In a resolution adopted on 15
May (°), the European Parliament called for routine checks by the Com-
mission on the eradication programmes part-financed by the Community
budget.

565. In the field of protecting animal welfare, the Council on 16 Feb-
ruary, adopted Regulation (EC) No 411/98 on additional animal protec-
tion standards applicable to road vehicles used for the carriage of live-
stock on journeys exceeding eight hours (°) and, on 20 July, Directive
98/58/EC (Table II), the purpose of which is to implement the European
Convention for the Protection of Animals Kept for Farming Purposes by
laying down harmonised rules for the treatment and housing of livestock

(') Decision 98/745/EC (O] L 358, 31.12.1998; Bull. 12-1998).

{*) Decision 98/256/EC (O] L 113, 15.4.1998; Bull. 3-1998, point 1.2.160). As a result of Com-
mission Decision 98/351/EC (O] L 157, 30.5.1998; Bull. 5-1998, point 1.2.166), this measure
entered into force on 1 June.

) Decision 98/227/EC (O] 'L 87, 21.3.1998; Bull. 3-1998, point 1.2.164).

) Decision 98/603/EC (OJ L 289, 28.10.1998; Bull. 10-1998, point 1.2.142).

) O] C167, 1.6.1998; Bull. 5-1998, point 1.2.180.

) OJ L 52, 21.2.1998; Bull. 1/2-1998, point 1.3.247.
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and for the care given to them. On 11 March, the Commission pro-
posed establishing minimum standards for the protection of laying hens
(Table II) and, on 22 July, revising the provisions of Directive
91/628/FEC with regard to conditions for the transport of pigs
(Table II).

566. The Council adopted decisions on 16 March and 14 December
respectively concluding veterinary agreements with the United States
(Table III) and Canada (Table III). The agreement with Canada was
signed during the EU-Canada Summit on 17 December (— point §90).

567. In the field of animal feed, the Commission on 13 July proposed
extending Directive 96/25/EC on the circulation of feed materials to
cover feed materials directly produced and used by livestock farmers
(Table I). It also adopted, on 13 July, a proposal for updating Directive
70/524/EEC on additives, Directive 95/53/EC on official inspections and
Directive 95/69/EC (Table II), while on 3 November it adopted a pro-
posal to amend Directive 95/53/EC to increase the powers it contains
regarding inspections, the drafting of specific control programmes and
the rapid introduction of safeguard measures concerning animal feed
(Table I). On 14 December the Council adopted a directive (Table II)
and a decision (!) to rationalise the procedures for setting the fees levied
by Member States under Directive 95/69/EC.

568. On 17 December, the Council banned the use of four antibiotics
in animal feedingstuffs (?). In a resolution adopted on 15 May, the Euro-
pean Parliament called for stringent scientific standards to be applied
when assessing the health risk posed by antibiotics used in animal feed
and for any bans resulting from this to be extended, if necessary, to
imports from third countries ().

569. 1In the plant health field, the Council on 20 July adopted the
measures to be taken by the Member States to combat Ralstonia
solanacearum (Smith) Yabuuchi et al., the pathogen responsible for bac-
terial wilt in potatoes and tomatoes (Table II). It also adopted, on the
same day, Directive 98/56/EC on the marketing of propagating material
of ornamental plants, which is a recasting of Directive 91/682/EC pro-
posed as part of the SLIM initiative to simplify internal market legisla-
tion (Table II) (*).

1} Decision 98/728/EC (O] L 346, 22.12.1998; Bull. 12-1998).

2} Regulation (EC) No 2821/98 (OJ L 351, 29.12.1998; Bull. 12-1998).
3y 0J C167, 1.6.1998; Bull. 5-1998, point 1.2.168.

4 1996 General Report, point 106.
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Agricultural prices

570. On 26 June, the Council adopted Regulations (EC) Nos 1360/98
to 1365/98 and, on 20 July, Regulations (EC) Nos 1623/98 to 1639/98
fixing agricultural prices for the 1998/99 marketing year (Table II).
These regulations are essentially a roll-over of the provisions in force for
the previous marketing year, the main adjustments being the reduction of
7.5 % in the area aid for hemp and the extension to 2000 of the ban
on new plantings in the wine sector, except for special authorisations
limited to 10 000 ha in total. Special exemptions are laid down for the
new German Ldnder in respect of arable crops and beef and veal. The
Council’s political agreement on the ‘prices package’, reached on 26
June, also included decisions on the rate of set-aside for the 1999/2000
marketing year (— point $71), on protection of livestock on the farm
(— point 565), on the aid scheme for hemp (— point 578) and on the
review of the common market organisations for olive oil, bananas and
tobacco (— points 551, 576 and 577).

Common market organisations

Crop products

571. On 20 July, as part of the “prices package’, the Council fixed the
compulsory set-aside rate at 10 % for the 1999/2000 marketing year. It
also authorised the Commission, on 16 February, to negotiate a new
international cereals agreement (Table III) to supersede the 1995 agree-
ment ('). The Court of Auditors’ special report No 5/97 on restrictions
on cereal exports(?) was the subject, in February, of Council conclu-
sions (°) and a European Parliament resolution (4).

572. On 20 January, the Council adopted Regulation (EC) No 192/98
establishing a stabiliser mechanism for rice seed production (Table II). It
also authorised Greece, on 24 September, to divide its national base area
into two parts, rice-growing being maintained in the part where the soil
is not suitable for other crops (Table II). On 16 June, the Council allo-
cated the potato starch quota for the marketing years 1998/99, 1999/
2000 and 2000/01 among the Member States (Table ).

) 1995 General Report, point 535.

) O] C159, 26.5.1997; 1997 General Report, point 1154.
) Bulletin. 1/2-1998, point 1.3.268.
) O] C80, 16.3.1998; Bull. 1/2-1998, point 1.3.267.
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573. On 20 July, as part of the ‘prices package’, the Council adopted
two regulations amending the common organisation of the market in
oils and fats and the general rules on granting olive-oil production aid
(— point 551). The Commission, on 6 November, proposed a continu-
ation of the Community contribution to funding olive-oil inspection
agencies for a further three years (Table II).

574. On 20 February, the Commission proposed that Member States be
allowed to make compulsory, on certain conditions, the bottling of cer-
tain quality wines produced in specified regions within their production
region (Table ITI). On 20 January, the Council increased the number of
hectares allotted to Germany under the scheme for the permanent aban-
donment of land under vines from 50 to 950 (Table II), while on 17
December it extended the exemptions enjoyed by the United States as
regards wine imports until 2003 (').

575. In the fruit and vegetables sector, the Commission continued in
1998 with its introduction of detailed rules for implementing the reform
of the two common market organisations which was adopted by the
Council in 1996 (?), especially with regard to aid for producer groups
(Table II).

§76. On 20 July, as part of the ‘prices package’, the Council amended
the regulation on the common organisation of the market in bananas
(Table II), so as to make it compatible with the conclusions of the
World Trade Organisation panel (*). The main amendments involve sim-
plification of the import-licence arrangements (licences are to be issued
in future on the basis of an importer’s actual imports over a reference
period), increasing the size of the import quota and amending the con-
ditions for allocating the quota among supplier countries. On 17 Janu-
ary, the Commission proposed a special scheme of assistance for tradi-
tional ACP banana suppliers to accompany these amendments (Table II).
The Council adopted a common position on this proposal on § October.

$77. A radical reform of the common organisation of the market in
tobacco was adopted by the Council on 20 July as part of the ‘prices
package’ (Table II). It is aimed in particular at stimulating improvements
in the quality of Community production by a system of variable premi-
ums, making the quota system more flexible, encouraging the cessation

(") Regulations (EC) Nos 2838/98 and 2839/98 (OJ L 354, 30.12.1998; Bull. 12-1998).
() 1996 General Report, point 515.
(*} 1997 General Report, point 622.
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of producers wishing to leave the sector, and taking into account public
health requirements, including a doubling of the sums withheld to
finance the Community fund for tobacco research and information. In
this context, the Commission tabled a proposal on 6 November to set
premiums and guarantee thresholds for leaf tobacco from the 1999,
2000 and 2001 harvests (Table II).

578. In view of the surpluses on the hops market, the Council adopted
a regulation on 25 May introducing measures to adjust the market for a
five-year period (aid for temporary resting and permanent grubbing-
up) (!). In order to increase control of hemp production and its outlets,
on 26 June it made the conclusion of contracts obligatory between pro-
ducers and first processors, as well as the approval of the latter by the
competent authorities of the Member States(?). In the seeds sector, the
Council adopted two directives on 14 December to eliminate barriers to
free movement by extending the scope of the existing directives (Table
II) and to simplify the system of certification and inspection (Table II).

Livestock products

579. On 9 March, the Council decided to extend for a further two
years the special arrangements applicable to the new German Linder
(Table II) and, on 22 October, agreed to offer compensation to some
milk producers that had suffered temporary restrictions on their farming
activity (so-called SLOM III producers) (Table II).

580. In order to restore consumer confidence in beef and veal, the mar-
ket for which is still depressed by the negative image created by bovine
spongiform encephalopathy, the Council adopted a regulation on 28 Sep-
tember providing for Community financing of publicity campaigns about
the new labelling scheme for beef and veal (Table II).

581. In the sheepmeat and goatmeat sector, the Commission on 10
March adopted a proposal for the consolidation of the common market
organisation (Table II), and on 20 January, the Council increased the
premium paid in less-favoured areas for dairy ewes and she-goats (Table
IT). The Commission also presented a report on 27 July on the situation
in the pigmeat sector (?), which was also the subject of a Parliament

(') Regulation (EC) No 1098/98 (O] L 157, 30.5.1998; Bull. 5-1998, point 1.2.173).
(*) Regulation (EC) No 1420/98 (O] L 190, 4.7.1998; Bull. 6-1998, point 1.3.171).
(*) COM(1998) 434; Bull. 7/8-1998, point 1.3.232.
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resolution on 9 October (}). On 25 May the Council amended various
marketing standards applicable to poultrymeat (2).

582. On 28 September the Council amended Regulation (EC)
No 1221/97 on measures to improve the production and marketing of
honey (Table II), with the aim of deferring the time limit for payments
effected under the initial national programmes approved in March by
the Commission.

Other work

Agrimonetary measures

583. The Council adopted two regulations on 15 December (Table II).
On 10 June, the Commission also adopted two proposals for regulations
establishing a new agrimonetary system from 1 January 1999 which will
be compatible with the introduction of the single currency and at the
same time be simpler and reflect market movements more closely. In
particular, special green rates are abolished; this also affects the four
Member States not joining the euro area. Prior to this, the Commission
authorised the United Kingdom on 3 July (°) to pay agrimonetary com-
pensation aid as a reaction to a significant drop in the agricultural con-
version rate of the pound sterling on 3 May.

Food aid for the needy in the Community

584. In 1998 the Union granted ECU 196 million under its food aid
programme for the needy in the form of food products drawn from
intervention stocks. Germany, the Netherlands, Austria and Sweden hav-
ing withdrawn from the programme, this aid was distributed among the
other 11 Member States.

Food aid for non-Community countries

585. On 17 December, the Council adopted a regulation (Table 1I) pro-
viding for free supplies of agricultural products to be sent to Russia, to
be paid from the EAGGF Guarantee Section.

(Y QJ €328, 26.10.1998; Bull. 10-1998, point 1.2.149.
(%) Regulation (EC) No 1101/98 (O] L 157, 30.5.1998; Bull. 5-1998, point 1.2.178).
(*) Regulation (EC} No 1426/98 (O] L 190, 4.7.1998).
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State aid

586. State aids are discussed in Section 5 (‘Competition policy’) of this
chapter (— points 222 et seq.).

Farm accountancy data network (FADN)

587. In 1998 the FADN published microeconomic figures for the 15
Member States, in particular on farm incomes and production costs.
Some of the results are linked to simulations of the impact of the
Agenda 2000 proposals. The Commission also paid close attention to
improving the management and modernisation of the network (creation
of a new system for consulting data, feasibility study on a new farm
return).

Advisory committees and relations with farming organisations
588. At 63 meetings of advisory committees and working parties which
were organised in 1998, the Commission informed the representatives of

producers, processors, traders, consumers and workers about the appli-
cation, development and future of the common agricultural policy.

Agricultural management and regulatory committees

589. The activities of the agricultural management and regulatory com-
mittees are set out in Table 15.
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TABLE 15
Activities of the agricultural management and regulatory committees
From 1 January to 31 December 1998
Committee
Meetings Favourable No Unfavourable
1) opinion opinion opinton

Management Committee for Cereals 43 994 59 —
Management Committee for Pigmeat 19 51 1 —
Management Committee for Poultrymeat

and Eggs 11 80 — —
Management Committee for Fruit and

Vegetables 17 41 3 —
Management Committee for Wine 15 38 — —
Management Committee for Milk and Milk

Products 22 117 11 —
Management Committee for Beef and Veal 21 144 2 —
Management Committee for Sheep and

Goats 9 16 — —
Management Committee for Qils and Fats 23 50 17 —
Management Committee for Sugar 49 163 7 —
Management Committee for Live Plants

and Floricultural Products 1 1 — —
Management Committee for Products

Processed from Fruit and Vegetables 14 27 3 —
Management Committee for Tobacco 8 5 — —
Management Committee for Hops 6 6 — —
Management Committee for Flax and

Hemp 9 11 1 —
Management Committee for Seeds 6 3 1 —
Management Committee for Dried Fodder 1 1 — —
Implementation Committee for Spirit Drinks 4 1 — —
Implementation Committee for Aromatised

Wine-based Drinks 1 — — —
Management Committee for Bananas 15 4 10 —
Joint Meetings of Management

Committees (') 33 39 — —
EAGGF Committee 15 17 2 —
Standing Committee on Feedingstuffs 31 16 1 —
Standing Veterinary Committee 27 137 3 2
Standing Committee on Seeds and

Propagating Material for Agriculture,

Horticulture and Forestry 8 17 — —
Committee on Agricultural Structures and

Rural Development 11 141 — —
Community Committee on the Farm

Accountancy Data Network 3 1 — —
Standing Committee on Agricultural

Research 3 — — —
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TABLE 15 (continued)
From 1 January to 31 December 1998
Committee
Meetings Favourable No Unfavourable
(1) opinion opinion opinion

Standing Committee on Plant Health 30 29 — —
Standing Committee on Zootechnics — — — —
Standing Forestry Committee 7 8 — —
Standing Committee on Organic Farming S 4 — —
Standing Committee on Propagating

Material and Ornamental Plants 1 1 — —_
Standing Committee on Propagating

Material and Plants of Fruit Genera and

Species 1 2 — —
Committee on Geographical Indications and

Designations of Origin (?) 9 6 — —
Committee on Certificates of Specific

Character (2) 3 1 — —
Committee on the Conservation,

Characterisation, Collection and

Utilisation of Genetic Resources in

Agriculture 3 1 — —
Standing Committee on Plant Variety

Rights 3 1 — —

(") Including those relating to trade mechanisms (11 meetings), competition conditions in agriculture (0 meetings) and

agrimonetary matters (6 meetings).
(%) For agricultural and food products.

Financing the common agricultural policy: the EAGGF

590. The 1998 budget (') allocated total appropriations of ECU 40.437
billion to the EAGGF Guarantee Section (excluding the monetary reserve
of ECU 500 million, but including the appropriations allocated in
reserve to Chapter BO- -40), broken down as follows (in million ecus):

« crop products

» livestock products

« other measures

« income aids

« accompanying measures

Total: Guarantee Section

() OJ L4, 16.2.1998; 1997 General Report, points 640, 1062 and 1063.

26 503
10 742
909

3
2280
40 437
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591. When the 1999 budget was adopted on 17 December (- points
985 to 992), the appropriations allocated to the EAGGF Guarantee Sec-
tion were fixed at EUR 40440 million. Table 16 shows, by budget
chapter, the pattern of expenditure from 1995 to 1997 and the appro-
priations allocated in the 1998 and 1999 budgets.
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TABLE 16

EAGGF Guarantee Section expenditure, by sector (')

(million ECU)

Sector or type of measure 199.5 199.6 199,7 1998.(2.) 1999. (3.)
expenditure expenditure expenditure appropriations | appropriations
Arable crops (4) 15018.3 16 372.2 17 4141 17255.0 17 831.0
Sugar 1831.0 1711.3 1607.9 1674.0 1937.0
Olive oil 807.1 1988.1 2196.0 2256.0 2251.0
Dried fodder and dry
vegetables 342.0 365.2 367.4 374.0 388.0
Fibre plants 887.7 851.7 906.9 870.0 968.0
Fruit and vegetables 1826.2 1581.1 15553 1921.0 1661.0
Wine 850.1 776.9 1030.1 806.0 661.0
Tobacco 993.0 1025.6 998.0 995.0 980.0
Other sectors 276.9 204.5 187.4 253.0 305.0
Milk and milk products 3891.0 3441.2 29849 2 976.0 2581.0
Beef and veal 4090.8 6797.0 6 580.5 5786.0 4916.0
Sheepmeat 2203.9 1681.1 1425.0 1413.0 1755.0
Pigmeat, eggs and
poultrymeat 343.8 262.9 §57.5 415.0 365.0
Other livestock products 0.9 0.9 5.6 15.0 29.0
Fisheries 28.2 25.3 21.8 27.5 20.0
Non-Annex II products 574.3 491.1 565.9 545.0 550.0
Food programmes 371.0 265.4 328.7 429.0 348.0
Measures in favour of
most remote regions
and Agean Islands 241.9 213.7 187.5 208.5 231.0
Fraud control 62.9 28.9 42.8 45.0 28.0
Clearance of accounts -1146.7 -1122.7 - 867.6 - 710.0 - 510.0
Promotion measures 48.1 49.1 54.2 95.0 77.0
Other measures (°) 128.2 2449 208.7 508.0 266.0
Accompanying measures 832.1 1852.3 2 064.8 2280.0 2597.0
Monetary reserve — — — — 205.0
Total 34 502.8 39.107.6 40 423.4 40 437.0 40 440.0
Guideline 37 944.0 40 828.0 41 805.0 43 263.0 45 188
Margin 34412 1720.4 1381.6 2 826.0 4748

() In accordance with the 1999 budget nomenclature.

(%) Initial commitment appropriations entered in the 1998 budger.
(:) Commitment appropriations entered in the 1999 budget.
()
)

Cereals, oilseeds, protein crops and set-aside.

°) From the 1996 budget, the chapter mainly covers agrimonetary aid.

592. The Commission cleared the Member States’ accounts for EAGGF
Guarantee Section expenditure on 29 April (1) in respect of 1997 and on

(') Decision 98/324/EC (O] L 141, 13.5.1998); Bull. 4-1998, point 1.2.133.
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6 May (') in respect of 1994. On 5 October it adopted the twenty-
seventh financial report on the EAGGF Guarantee Section (covering
1997) (). The twenty-sixth report was the subject of a Parliament reso-
lution on 23 October (3).

593. The EAGGF Guidance Section is dealt with in Section 11 (‘Econ-
omic and social cohesion’) of this chapter (— points 347 et seq.).

(1) Decision 98/358/EC (O] L 163, 6.6.1998); Bull. 5-1998, point 1.2.179.
() COM(1998) 552; Bull. 10-1998, point 1.2.153.
(%) OJ C341, 9.11.1998; Bull. 10-1998, point 1.2.152.
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Section 21

Fisheries policy

Priority activities and objectives

594. Ome of the main events in the fisheries sector in 1998 was the
adoption of a regulation banning the use of driftnets from 1 January
2002 by all vessels in Community waters, other than the waters of the
Baltic, the Belts and the Sound, and, in other waters, by all Community
fishing vessels. The implementation of this regulation will be accompa-
nied by social measures and compensation for the fishermen concerned.

Fisheries policy

595. In a resolution (') on the Commission’s annual report on the
results of the multiannual guidance programmes for fishing fleets at the
end of 1996, Parliament called on the Member States which had not yet
achieved the targets set in their programmes to adopt the measures that
would allow them to do so as a matter of urgency.

§96. In a communication adopted on 18 March (%), the Commission
examined the difficulties associated with single-species fisheries and sug-
gested that the regional meetings arranged in relation to the types of
fisheries and involving the participation of fishermen, administrators and
scientists and held in 1997 should continue in 1998. On 24 March, the
Council welcomed this initiative (*) and underlined the need to involve
fishermen and other interested parties in a dialogue which takes into
account their distinctive regional features. On 17 July, it also adopted
Regulation (EC) No 1587/98 (Table II) prolonging the existing arrange-
ments (*) compensating for the additional costs of marketing certain fish-
ery products from the Azores, Madeira, the Canary Islands and the
French department of Guiana incurred as a result of their very remote
location and extending them to new products and to the French depart-
ment of Réunion. On 25 February, the Economic and Social Committee
said it was in favour of all existing derogations under Community leg-

) OJ C104, 6.4.1998; Bull. 3-1998, point 1.2.191.
) COM(1998) 145; Bull. 3-1998, point 1.2.186.
) Bull. 3-1998, point 1.2.186.
) Council Regulation (EC) No 2337/95 (O] L 236, 5.10.1995; 1995 General Report, point 333).
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islation for the Mediterranean being removed where not scientifically
justified (1).

597. On 19 February (?), the Commission adopted a communication on
progress made in fisheries monitoring under the common fisheries policy,
underlining the need to adopt an overall approach to monitoring and to
improved coordination of all the services involved in the monitoring of
fishing. On 5 June, it adopted a working document on ‘Improving the
implementation of the common fisheries policy — An action plan’(3),
following on from the communication and specifying the steps to be
taken in this context. On 14 May, it adopted a proposal for amending
the Community inspection arrangements (Table II), which seeks to pro-
mote transparency and cooperation between Member States and the
Commission and reinforce checks on third-country vessels fishing in
Community waters. This regulation was adopted by the Council on 17
December. Parliament, in a resolution adopted on 18 September (*), said
it was in favour of stepping up controls, especially on third-country ves-
sels, and welcomed the Commission’s initiatives. In a resolution (°)
adopted on 13 March, on the Commission’s report on monitoring the
common fisheries policy in 1995 (¢), Parliament had asked the Commis-
sion to examine the Member States’ legislative systems, in particular in
relation to penalties.

598. On 4 June(’), the Council adopted Regulation (EC) No 1181/98
(Table II) amending the Community system for fisheries and aquacul-
ture (%) with a view to laying down the criteria for allocating catches in
Community waters to third-country vessels authorised to fish there,
determining the competence of the Council to specify the fishing oppor-
tunities to be allocated to those countries and setting out the specific
technical conditions on which the catches of those countries are to be
taken.

599. Parliament, in a resolution of 19 June (°), underlined the need for
industrial fisheries to be restrained, particularly by monitoring their
impact on all marine species.

() OJ C129, 27.4.1998; Bull. 1/2-1998, point 1.3.270.

(3) COM(1998) 92; Bull. 1/2-1998, point 1.3.269.

(*) Bull. 6-1998, point 1.3.174.

(Yy O] C313, 12.10.1998; Bull. 9-1998, point 1.2.157.

(%) OJ C 104, 6.4.1998; Bull. 3-1998, point 1.2.188,

() COM(97) 226; 1997 General Report, point 650.

(7Y OJ L 164, 9.6.1998.

(*)) O] L 389, 31.12.1992; Twenty-sixth General Report, point 559.
{*) O] €210, 6.7.1998; Bull. 6-1998, point 1.3.178.
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Conservation and management of resources

Internal aspects

600. On 18 December the Council adopted Regulation (EC)
No 48/1999 (!) fixing total allowable catches (TACs) and quotas for
1999. Regulation (EC) No 45/98 (2) fixing TACs and quotas for 1998
was amended three times: on 7 April by Regulation (EC) No 783/98 (°)
(TACs for various species of fish in the North Sea), on 3 November by
Regulation (EC) No 2386/98 (*) (TAC for cod) and on 14 December by
Regulation (EC) No 2801/98 (°) (TAC for cod, Norway lobster and
sprats).

601. In the area of technical measures, on 30 March (Table II) the
Council adopted Regulation (EC) No 850/98, replacing Regulation (EC)
No 894/97 (¢) from 1 January 2000 on improving the selectivity of
measures for taking juveniles. In October and December the Commission
proposed two amendments to this regulation (Table II). On 8 June the
Council adopted Regulation (EC) No 1239/98 (Table II) prohibiting the
use of driftnets by all vessels in Community waters, other than the
waters of the Baltic, the Belts and the Sound, and, outside those waters,
by all Community fishing vessels, from 1 January 2002. Up to 31
December 2001 fishing vessels will be authorised to keep on board or
use nets of up to 2.5 kilometres in length. The maximum number of
fishing vessels which may be authorised by Member States to use drift-
nets in 1998 may not exceed 60 % of the number which used this type
of net in the period 1995-97. On 4 September (Table II) the Commis-
sion put forward social flanking measures and measures to compensate
the fishermen concerned, to be met from the Financial Instrument for
Fisheries Guidance (FIFG), which were adopted by the Council on 17
December.

602. On 7 April (Table II) the Council amended the regulation laying
down technical measures for the conservation of fishery resources in the
Mediterranean, in order to prohibit the use of purse seines and aircraft
in support of fishing for bluefin tuna at certain times of the year, in
accordance with ICCAT recommendations (— point 606). On 29 June

Y OJ L 13, 18.1.1999; Bull. 12-1998.

2y Q] L12, 19.1.1998; 1997 General Report, point 648.
3} Q] L 113, 15.4.1998; Bull. 4-1998, point 1.2.135.

4 O] 1297, 6.11.1998; Bull, 11-1998, point 1.2.142.

5y O] L 349, 24.12.1998; Bull. 12-1998.

§) O] L 132, 23.5.1997; 1997 General Report, point 649.
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the Council also adopted a regulation (Table II) specifying conditions
under which herring may be landed for industrial uses other than direct
human consumption, and on 13 July a regulation (Table II) laying down
certain technical measures for the conservation of fishery resources in
the waters of the Baltic Sea, the Belts and the Sound, in order to give
effect to the most recent recommendations of the International Baltic Sea
Fishery Commission.

603. The Commission continued to monitor compliance with TACs and
quotas and technical measures in Community waters and certain inter-
national waters. As a result of these controls, 40 fisheries were closed in
1998. The Commission also monitored compliance with conservation
measures, agreements with third countries and international agreements,
and continued monitoring fisheries in the North-West Atlantic Fisheries
Organisation (NAFO) regulatory area (— point 606).

604. The Commission was notified by the Member States of 75
national conservation measures, of which 47 were the subject of com-
ments and 28 were still under review on 31 December 1998.

External aspects

605. On 8 June the Council adopted a decision (Table III) on the rati-
fication by the European Community of the agreement on the applica-
tion of the provisions of the United Nations Convention on the Law of
the Sea as regards the conservation and management of straddling stocks
and highly migratory species. The agreement promotes the conservation
and sustainable exploitation of these stocks and species by strengthening
the international fisheries organisations and international cooperation
mechanisms (1).

606. The Community participated in the work of several international
fisheries organisations, including the Convention on Future Multilateral
Cooperation in the North-East Atlantic Fisheries, the North Atlantic
Salmon Conservation Organisation, the North-West Atlantic Fisheries
Organisation (), the International Commission for the Conservation of
Atlantic Tunas (ICCAT), the Indian Ocean Tuna Commission, the Inter-
American Tropical Tuna Commission, the North-East Atlantic Fisheries
Commission (NEAFC), the Commission for the Conservation of Antarc-

('Y 1995 General Report, point 577.
(3) Bull. 9-1998, point 1.2.163.
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tic Marine Living Resources (CCAMLR) and the General Fisheries
Council for the Mediterrancan (GFCM). On 16 June the Council
decided that the Community would accede to the GFCM as a member
(Table III), and authorised the Commission to negotiate on 20 January
and 30 April respectively an international agreement on the conservation
of marine living resources in certain waters in the south-west Atlantic
and an agreement setting up a regional fisheries organisation in the
waters of the south-west Atlantic.

607. At the same time, on 30 March the Council adopted Regulation
(EC) No 731/98 (Table II) extending to 31 December 1998 a pilot
project (') on satellite tracking in the NAFO regulatory area; on 16
June, Regulation (EC) No 1283/98 (2) introducing TACs for swordfish in
the south Atlantic in accordance with ICCAT recommendations; on 29
June, Regulation (EC) No 1435/98 (3) prohibiting, at the request also of
ICCAT, imports of Atlantic bluefin tuna from Belize, Honduras and
Panama; on 12 November, Regulation (EC) No 2479/98 (*) putting into
effect various conservation measures under the CCAMLR; on 18 Decem-
ber, Regulation (EC) No 49/1999 () fixing TACs and quotas for bluefin
tuna and swordfish for 1999 and Regulations (EC) Nos 66/1999 (°) and
(EC) No 67/1999 (°) laying down for 1999 conservation and manage-
ment measures in the NAFO and NEAFC regulatory areas respectively.
The Commission adopted proposals for regulations on the inspection of
vessels flying the flag of non-contracting parties to the Convention for
the Conservation of Antarctic Marine Living Resources in the area cov-
ered by the convention (Table II), the implementation of two ICCAT
recommendations on a system for the statistical monitoring of trade in
bluefin tuna (Table II) and the laying down of certain control measures
to ensure compliance with the measures adopted by ICCAT (Table II).

608. On 3 December (Table III) a fisheries agreement was signed with
Gabon. The Council also adopted decisions and regulations renewing the
protocols to the fisheries agreements with Cape Verde (Table III), the
Comoros (Table IIT), Cote d’Ivoire (Table III), Guinea (Table III), Mada-
gascar (¢) (Table III), and Senegal (Table III), and the regulation conclud-
ing the protocol laying down the conditions for the setting up of joint
enterprises as provided for in the agreement with Latvia (Table III). In

(1) 1995 General Report, point 579.

() O] L178, 23.6.1998; Bull. 6-1998, point 1.3.190.

() OJ L 191, 7.7.1998; Bull. 6-1998, point 1.3.191.

() O] L209, 19.11.1998; Bull. 11-1998, point 1.2.153.

() OJ L 13, 18.1.1999; Bull. 12-1998.

(¢) The Malagasy Fisheries Minister, Mr Houssene, was received at the Commission by Mrs
Bonino (Bull. 6-1998, point 1.3.184).
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addition the Council authorised Spain and Portugal to prolong their fish-
eries agreements with South Africa up to March 1999 (').

609. On 18 December the Council adopted the regulations dividing up
the catch quotas for 1999 for Community vessels fishing in the waters
of Estonia, the Faeroes, Latvia, Lithuania, Norway, Poland and Russia,
and compensating measures applying to the vessels of those countries
fishing in Community waters (?). It also shared out catch quotas for
Community vessels in the fishing areas of Greenland and Iceland (3).
Earlier in the year it had amended the corresponding regulations for
1998, on 8 June for Lithuania (*) and on 16 November for Green-
land (°).

Market organisation

610. On 17 December the Council fixed the guide prices for fishery
products for the 1999 fishing year (°).

611. As a follow-up to the Commission communication on the future
for the market in fishery products in the European Union (7), Parliament
called, in a resolution of 19 June(®), for the market organisation to
cover an information system for improved market monitoring, health
control and certification of product quality, promotion of products, sup-
port measures for Community products and assistance for producer
organisations. On 27 May (°) the Economic and Social Committee sug-
gested expanding the market organisation by including measures to step
up controls, promote fishery products to consumers and smooth the
flow of supplies to the processing industry.

612. Parliament called on the Council and the Commission, in a reso-
lution of 19 June ('°), to prepare a special plan of action to support the
canning industry for fish and aquaculture products, particularly for sar-

(Y} Decisions 98/557/EC and 98/558/EC (OJ L 267, 2.10.1998; Bull. 9-1998, point 1.2.159).
(?3) Regulations (EC) Nos 50/1999 to 53/1999 and 56/1999 to 65/1999 (O] L 13, 18.1.1999; Bull.
12-1998).

) Regulations (EC) Nos 54/1999 and 55/1999 (O] L 13, 18.1.1999; Bull. 12-1998).

) OJ L 168, 13.6.1998; Bull. 6-1998, point 1.3.182.

) Regulation (EC) No 2480/98 (O] L 309, 19.11.1998; Bull. 11-1998, point 1.2.146).

°)  Regulations (EC) Nos 2763/98 to 2765/98 (O] L 346, 22.12.1998; Bull. 12-1998).

) COM(97) 719; 1997 General Report, point 657.

) O C210, 6.7.1998; Bull. 6-1998, point 1.3.176.

) O] C235, 27.7.1998; Bull. 5-1998, point 1.2.182.

9 OJ C210, 6.7.1998; Bull. 6-1998, point 1.3.175.
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dine and tuna, step up inspection of products from third countries, pro-
mote quality products and provide support for new production systems.

Fisheries and the environment
613. On 9 May the Commission and on 8 June the Council adopted
respectively a report (') and conclusions () on the implementation of the

conclusions from the ministerial meeting in Bergen on the integration of
fisheries and environmental issues (°).

Structural action

614. Structural action is covered in Section 11 (‘Economic and social
cohesion’) of this chapter (— points 347 et seq.).

State aid schemes

615. State aid schemes are covered in Section 5 (‘Competition policy’)
of this chapter (— points 222 et seq.).

(1) COM(1998) 326; Bull. 5-1998, point 1.2.187.
(?) Bull. 6-1998, point 1.3.193.
(?} 1997 General Report, point 660.
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Section 22

Equal opportunities

616. In 1998, the Commission pressed on with projects geared to the
exchange of information and good practice co-financed under the
medium-term Community action programme on equal opportunities for
women and men (1996-2000) (1). It also adopted, on 17 December (?),
an interim report on the implementation of this programme, and organ-
ised, in Brussels in September, a congress on the theme ‘Equality is the
future’, bringing together more than 500 participants, including Mr
Gutiérrez Diaz, Vice-President of the European Parliament, and Mr
Santer, President of the Commission, thus providing an opportunity to
take stock of the programme for the first time and to identify future
courses of action. Moreover, on 13 May, the Commission presented its
second annual report on equal opportunities for women and men in the
European Union (1997) (3).

617. The Commission adopted, on 4 March, a progress report(*) on
the follow-up to its communication (®) entitled ‘Incorporating equal
opportunities for women and men into all Community policies and
activities’, pointing to the progress made in certain Community policy
areas, with particular emphasis on external relations, education and
training, employment and cohesion. The equal opportunities dimension
was further cemented within the employment guidelines for 1999
(— point 111).

618. On 13 July, the Council extended to the United Kingdom the
directive on the burden of proof in cases of discrimination based on sex
(= point 137). The Commission meanwhile recommended, on 27 May,
that the Member States ratify the International Labour Organisation’s
Convention No 177 on home work (¢). It also adopted, on 4 February, a
report (7) on the implementation of the Council recommendation on
childcare (¥), and published two studies on the problem of sexual har-
assment at the workplace in the Member States. The European Parlia-

) OJ L 335, 30.12.1995; 1995 General Report, point 628.

) COM(1998) 770; Bull. 12-1998.
) COM(1998) 302; Bull. 5-1998, point 1.2.188.
Yy COM(1998) 122; Bull. 3-1998, point 1.2.200.
5} COM(96) 67; 1996 General Report, point 589.
) Recommendation 98/370/EC (O] L 165, 10.6.1998; Bull. 5-1998, point 1.2.25).
)} COM(1998) 237.

) Recommendation 92/241/EEC (O] L 123, 8.5.1992; Twenty-sixth General Report, point 391).
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ment, for its part, adopted, on 17 September, three resolutions (!) aimed
at promoting equality between women and men, focusing respectively on
the particular impact of unemployment on women, the role of coopera-
tives in the growth of women’s employment, and the situation of single
mothers and single-parent families.

(Y} OJ €313, 12.10.1998; Bull. 9-1998, points 1.2.165, 1.2.61 and 1.2.164.
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Section 23

Public health

Priority activities and objectives

619. Significant progress was made in the public health field in 1998,
with the setting up of a network for the surveillance and control of
communicable diseases in the Community and the adoption, by Parlia-
ment and the Council, of a directive providing for a ban on all forms of
advertising or sponsorship of tobacco products. Furthermore, with an
eye to the entry into force of the Amsterdam Treaty, the Commission set
out guidelines for future action in this field.

General

620. On 15 April, the Commission adopted a communication on the
development of public health policy within the European Union ('), out-
lining future strategies which could be implemented in line with the
Amsterdam Treaty, focusing on three strands of action: improving infor-
mation for the benefit of public health; reacting swiftly to threats to
health; and tackling health determinants through health promotion and
disease prevention. This communication was welcomed by the Economic
and Social Committee on 9 September (2), and by the Committee of the
Regions on 19 November (?). In conclusions adopted on 26 Novem-
ber (4), the Council proposed that future Community activities in the
public health field should be set out in one overall programme. The
Commission meanwhile presented, on 27 January, its third report on the
integration of health protection requirements in Community policies (°),
and the Council’s conclusions on this subject were adopted on 30
April (°).

(Y COM(1998) 230; Bull. 4-1998, point 1.2.139.

() O] C407, 28.12.1998; Bull. 9-1998, point 1.2.167.
() Bull. 11-1998, point 1.2.158.

(YY) OJ €390, 15.12.1998; Bull. 11-1998, point 1.2.157.
() COM(1998) 34; Bull. 1/2-1998, point 1.3.279.

(6) OJ C 169, 4.6.1998; Bull. 4-1998, point 1.2.140.
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Health promotion

621. Within the framework of the Community action programme on
health promotion, information, education and training (1996-2000) ('),
34 projects were financed in 1998, involving a total sum of ECU 6.623
million.

Health monitoring

622. Within the framework of the Community action programme on
health monitoring (1997-2001) (?), 10 projects were launched in 1998,
with funding totalling ECU 2.344 million. Moreover, the Commission
proposed, on 11 June, that a common framework be established for pro-
tecting the general public against the harmful effects of exposure to elec-
tromagnetic fields (Table II).

Cancer

623. Within the framework of the action plan to combat cancer (1996-
2000) (%), 59 projects were financed in 1998, with funding totalling ECU
11.732 million.

Tobacco

624. Parliament and the Council adopted, on 6 July, Directive
98/43/EC (Table I), whereby, at the end of the transposal period, all
forms of advertising or sponsorship of tobacco products will be prohib-
ited. This directive represents a milestone in the anti-smoking strategy,
bearing in mind that tobacco-related deaths in the European Union are
close to half a million each year.

Drugs

625. Within the framework of the Community action programme on
the prevention of drug dependence (1996-2000) (%), the Commission
financed 39 projects involving a total sum of ECU 5.1 million. Support

) Decision No 645/96/EC (O] L 95, 16.4.1996; 1996 General Report, point 612).
) Decision No 1400/97/EC (O] L 193, 22.7.1997; 1997 General Report, point 670).
) Decision No 646/96/EC (O] L 95, 16.4.1996; 1996 General Report, point 606).
) O] L19, 22.1.1997; 1996 General Report, point 610.
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was provided in particular for organising the third European drug pre-
vention week, which took place in November, and for a European cam-
paign to make adults more aware of the need to prevent drug depend-
ence, using the slogan ‘Talking is the first step’. In a resolution (')
adopted on 16 September, Parliament welcomed the evidence of progress
in combating the drug problem as shown in the 1997 annual report of
the European Monitoring Centre for Drugs and Drug Addiction (?). Par-
liament also adopted, on 17 December, a resolution on doping in
sport (), the seriousness of which was emphasised by the Vienna Euro-
pean Council (3).

AIDS and other communicable diseases

626. Within the framework of the Community action programme on
the prevention of AIDS and certain other communicable diseases (1996-
2000), the Commission financed, in 1998, some 39 projects with fund-
ing totalling ECU 9.88 million.

627. On 24 September, Parliament and the Council adopted Decision
No 2119/98/EC (Table 1), setting up a network for the epidemiological
surveillance and control of communicable diseases in the Community.
This network will provide permanent lines of communication for the
Member States’ epidemiological surveillance structures and health
authorities, thereby ensuring continuous surveillance of various commu-
nicable diseases and establishing an early warning and response system
to deal with the appearance or recurrence of these diseases.

628. On 29 June, the Council adopted a recommendation on the suit-
ability of blood and plasma donors and the screening of donated blood
in the Community. It also adopted, on 30 April, conclusions on trans-
missible spongiform encephalopathies (*), stressing the need for epide-
miological surveillance of Creutzfeldt-Jakob disease and agreeing to keep
the issue under consideration. In its half-yearly reports on bovine spongi-
form encephalopathy (— point 640), the Commission took stock of the
situation as regards surveillance of transmissible spongiform encepha-
lopathies, including Creutzfeldt-Jakob disease. Additionally, an Economic

O] C 313, 12.10.1998; Bull. 9-1998, point 1.2.169.
1997 General Report, point 679.
Bull. 12-1998.
OJ C 169, 4.6.1998; Bull. 4-1998, point 1.2.144.
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and Social Committee opinion adopted on 9 September drew attention
to the public health threat arising from resistance to antibiotics (').

629. On 12 November, the Council adopted conclusions(?) on the
activities of the joint European Union-United States task force for com-
municable diseases (3).

Pollution-related diseases

630. On 30 April, the Council adopted a common position on the pro-
posal for a programme of Community action on pollution-related dis-
eases (1999-2003) (Table I).

Rare diseases

631. On 30 April, the Council also adopted a common position on the

proposal for a programme of Community action on rare diseases (1999-
2003) (Table I).

Injury prevention

632. On 24 November, the Council adopted a common position on the
proposal for a programme of Community action (1999-2003) on injury
prevention (Table I). This common position was approved by Parliament
on 17 December.

Alzheimer’s disease

633. In March, the Commission published a specific call for proposals
in respect of measures to help persons suffering from Alzheimer’s dis-
ease (*), covered by a budget of ECU 800 000.

) OJ €407, 28.12.1998; Bull. 9-1998, point 1.2.168.
) O] €390, 15.12.1998; Bull. 11-1998, point 1.2.160.
) 1996 General Report, point 613.
) OJ C75, 11.3.1998.
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Section 24

Consumer policy and health protection

Priority activities and objectives

634. With the aim of enabling Europe’s consumers to play an active
role in the single market, the Commission adopted a new consumer
policy action plan (1999-2001). While continuing also to implement its
‘Priorities for consumer policy 1996-98° action plan (1), the Commission
advocated that a legal basis be established for financing consumer-
oriented activities. Parliament and the Council for their part adopted
directives on product price indication, injunctions and consumer credit.
In the priority area of comnsumer bealth protection, 1998 was a year of
consolidation. In the wake of the Commission’s radical reorganisation of
its departments in 1997, progress was made in connection with food
and veterinary inspection, and scientific consultation.

General

635. On 2 December, the Commission adopted a consumer policy
action plan (1999-2001) (?) geared to letting consumers play an active
role in the single market, the three central objectives being: to give con-
sumers a greater say in matters; to guarantee a high level of health and
safety for consumers; and to respect fully the economic interests of con-
sumers.

636. On 28 January, the Commission adopted a proposal aimed at
establishing a general framework for Community activities in favour of
consumers and, in particular, providing a legal basis for the financing of
these activities (Table I). Parliament and the Council reached agreement
on this proposal in December. The Commission also adopted, on 27
March, a working document (3) analysing the situation as regards the
application and implementation in the Member States of Community

('Y COM(95) 519; 1995 General Report, point 644.
(2} COM(1998) 696; Bull. 12-1998.
(%) Bull. 3-1998, point 1.2.213.

GEN. REP. EU 1998



218 THE COMMUNITY ECONOMIC AND SOCIAL ARFA V24

legislation in the consumer field. In addition, the results of a survey on
the Member States’ consumer policies (') began to appear.

Consumer representation, information and education

637. In October, the Commission launched an information campaign
on food safety and consumer health protection. With the backing of
national consumer organisations, this campaign entails not only the dis-
semination to European consumers of general information on the prin-
ciples and rules governing food safety but also specific action on various
themes (control systems, labelling rules, monitoring of products at
source, genetically modified substances, diets, health, etc.).

638. The European young consumer competition 1998-99, for young
people between the ages of 10 and 14, was launched in September on
the theme of ‘explaining the euro’. The network of European consumer
information and advice centres was extended to the United Kingdom,
where an existing consumer advisory network was selected by the Com-
mission to join the 10 centres already operational in other Member
States. The first annual assembly of European consumer associations was
held on 12 and 13 November on the Commission’s initiative, having
been preceded, on 11 November, by a seminar for consumer associations
from the applicant countries.

Consumer health protection and food safety

639. Following on from the restructuring (%), in 1997, of the Commis-
sion departments responsible for consumer health protection, the eight
newly established committees and the scientific steering committee
adopted a number of opinions in 1998, all of which were published on
the Europa server on the Internet (). Although focusing mainly on prob-
lems connected with bovine spongiform encephalopathy (BSE), the steer-
ing committee also addressed issues of a multidisciplinary nature, such
as anti-microbial resistance, genetically modified organisms and harmo-
nisation of the risk-assessment methods of the various scientific commit-
tees. In a communication adopted on 28 January, concerning food, vet-

(') The summary report and the reports concerning Denmark, Germany, Spain, Italy, Austria and
the United Kingdom are available from the Consumer Pohcy and Consumer Health Protection
Directorate-General or on the Internet at http://europa.eu.int/comm/dg24.

(*) 1997 General Report, point 685.

(*) http://europa.eu.int/comm/dg24.
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erinary and plant health control and inspection ('), the Commission
confirmed the inspection and control responsibilities of the Food and
Veterinary Office, under the aegis of the Consumer Policy and Consumer
Health Protection Directorate-General. This approach was endorsed by
the Economic and Social Committee on 27 May (2). In February, more-
over, the Commission adopted two decisions (®) concerning on-the-spot
checks carried out in the veterinary field by Commission experts in the
Member States and in third countries, the aim being to keep Parliament
and the general public informed of the findings and recommendations
for action resulting from these checks.

640. In accordance with the undertaking given in its final consolidated
report to the European Parliament’s temporary committee of inquiry into
BSE, the Commission presented, on 6 May (*) and on 18 November (°),
the first two biannual BSE follow-up reports, highlighting the efforts
made to combat BSE, to protect public health and to restore consumer
confidence. In October, the Commission also published the third edition
of the BSE guide — Information for consumers, which gives a full run-
down on the crisis engendered by this disease. On 30 November and 1
December, Parliament and the Commission organised a conference on
the subject of the European Union and food safety and the lessons of
BSE.

641. 1In 1998, the Commission carried out a further series of visits to
the 15 Member States in order to evaluate the national systems for the
official control of foodstuffs in accordance with Directive 93/99/EEC ().
It also adopted a report(’) on the previous visits. There was, in 1998,
an appreciable increase in the number of notifications by Member States
under the system for rapid exchange of information on foodstuffs in line
with Directive 92/59/EEC (8) on general product safety, with most of the
information having to do with products of animal origin intercepted at
the borders of the European Union.

642. 1In the light of the conclusions of the World Trade Organisation’s
appellate body on the banning of growth hormones in livestock rearing
(— point 713), the Commission financed studies designed to boost sci-

(Y COM(1998) 32; Bull. 1/2-1998, point 1.3.287.

() OJ C235, 27.7.1998; Bull. 5-1998, point 1.2.197.

(?*) Decisions 98/139/EC and 98/140/EC (O] L 38, 12.2.1998).

() COM(1998) 282; Bull. 5-1998, point 1.2.196.

(°) COM(1998) 598; Bull. 11-1998, point 1.2.162.

(°)y O] L290, 24.11.1993; Twenty-seventh General Report, point 76.
(7y COM(1998) 37; Bull. 1/2-1998, point 1.3.288.

() O] L228, 11.8.1992; Twenty-sixth General Report, point 634.
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entific information on the potential cancer risks to consumers arising
from hormone residues in meat. Further risk assessment carried out on
the basis of this information may help to underpin relevant Community
legislation. Parliament, for its part, adopted a resolution on environmen-
tal, health and consumer protection aspects of world trade (— point
734).

Protection of consumers’ economic and legal interests

643. Parliament and the Council adopted, on 16 February, Directive
98/6/EC on consumer protection in the indication of prices of products
offered to consumers (Table I), whereby, throughout the European
Union, the selling price and the price per unit of measurement of prod-
ucts offered to consumers must be indicated; Member States may allow
a transitional period exempting small retailers who would be unduly
burdened by the application of these provisions. Parliament and the
Council also adopted, on 19 May, Directive 98/27/EC on injunctions for
the protection of consumers’ interests (Table I), aimed at enabling con-
sumer representatives (associations or other qualified entities) to bring
actions for injunctions under national law, thereby ensuring effective
application of Community consumer legislation throughout the European
Union. Furthermore, the Council adopted, on 23 September, a common
position on the proposal for a directive on the sale of consumer goods
and associated guarantees (Table I) and, on 3 November, a resolution on
the consumer dimension of the information society (').

644. As part of the action plan on consumer access to justice (2), the
Commission adopted, on 30 March, a communication on the out-of-
court settlement of consumer disputes (?), the purpose of which is to
ensure that out-of-court procedures afford minimum guarantees in the
interests of the parties involved, such as independence, transparency,
effectiveness and legality; an accompanying recommendation and Euro-
pean consumer complaint form (*) are designed to improve communica-
tion between consumers and professionals with a view to settling dis-
putes amicably. An opinion adopted by the Economic and Social
Committee on 28 January (°) focused on the role of middlemen in the
setting of food prices.

(") Bull. 11-1998, point 1.2.163.

() COM(96) 13; 1996 General Report, point 616.

(?) OJ L 115, 17.4.1998; COM(1998) 198; Bull. 3-1998, point 1.2.210.

(*) Available on the Europa server (— point 1153) on the Internet at the following address: hetp:/
europa.eu.int/comm/dg24.

(%) O] €95, 30.3.1998; Bull. 1/2-1998, point 1.3.285.
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Safety of products and services

645. In line with the requirements of Directive 92/59/EEC on general
product safety ('), the Commission adopted, on 1 July, a recommenda-
tion (%) calling on the Member States to adopt the measures needed to
protect children’s health as regards exposure to certain phthalates
released by childcare articles and toys made of soft PVC. On 4 Septem-
ber, the Commission adopted the final report evaluating the Commumty
system of information on home and leisure accidents (EHLASS) (?). The
Council meanwhile adopted, on 18 December, a resolution on operating
instructions for technical consumer goods (*).

Financial services

646. Parliament and the Council adopted, on 16 February, Directive
98/7/EC (Table I}, introducing a single formula for calculating the
annual percentage rate of charge (APR) for consumer credit.

YO L 228, 11.8.1992; Twenty-sixth General Report, point 634.
2y 0Qj L217 5.8.1998; Bull. 7/8- 1998, point 1.3.241.

3) COM(1998) 488; Bull. 9 1998, point 1.2.171.

4} Bull. 12-1998.
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Section 25

Culture

647. In 1998, the Commission presented a proposal for a first Com-
munity framework programme on culture.

648. Responding to a request by the Council (!), on 6 May the Com-
mission adopted a communication on a first European Community
framework programme in support of culture (2000-04), including a pro-
posal for a decision on a single financing and programming instrument
for cultural cooperation (‘Culture 2000° programme) (Table I) and a
policy paper (?). The ‘Culture 2000’ programme aims to treat cultural
activity as a Furopean policy in its own right, by grouping all Commu-
nity action in this field together. Its main objectives are to capitalise on
the existence of a common cultural area, to promote cultural diversity,
to foster culture’s contribution to economic development and social
cohesion, and to promote dialogue with other world cultures. It provides
for cultural cooperation agreements between arts professionals on
projects extending over several years, major projects with a high sym-
bolic value, such as the European City of Culture, and an arts festival in
the country holding the presidency, as well as specific projects with the
aim of encouraging new forms of creativity and cultural exchanges in
order to promote better social integration. The funding allocated by the
Commission for the duration of the programme (2000-04) is ECU 167
million. The policy paper identifies various lines of action with a view
to a better integration of culture into the various Community policies.

649. In order to prepare these proposals, the Commission launched a
vast consultation process in the Member States, the countries of the
European Economic Area and associated countries, and among interna-
tional and non-governmental organisations and arts professionals and
personalities in Europe, which was concluded by the European Union
Cultural Forum, held in Brussels on 29 and 30 January. The Commis-
sion also took into consideration the evaluation of the existing pro-
grammes: Ariane, Kaleidoscope and Raphael.

650. Under the Kaleidoscope programme for artistic and cultural activi-
ties with a European dimension (?), 147 initiatives were selected in 1998,

() OJ C305, 7.10.1997; 1997 General Report, point 698.
(3) COM(1998) 266; Bull. 5-1998, point 1.2.200.
(?) 1997 General Report, point 700.
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for a total of more than ECU 8 million. All the projects chosen involve
broad transnational European cooperation (involving EFTA countries
too), meet the criterion of high artistic and cultural quality, strive to
promote awareness and dissemination of the culture of the peoples of
Europe and training for artists and other arts professionals, and seek to
facilitate access to culture for all citizens. The Commission also gave its
support to the European City of Culture for 1998, Stockholm, and to
the European cultural months, which took place in Linz (Austria) and
Valletta (Malta). The Council, for its part, adopted a common position
on 24 July on the proposal for a decision establishing a Community
initiative for the ‘European City of Culture’ event for the years 2005 to
2019 (Table I) and, on 28 May ('), designated the European Cities of
Culture for the years 2001-04.

651. Under the Ariane programme to support books and reading (?),
292 projects were selected in 1998, for an amount of more than ECU
3.3 million. Subsidies were provided for 224 high-quality translations,
27 literary cooperation projects were supported involving more than 200
people and professional training was encouraged by means of assistance
to 20 training institutions in the book and translation sectors. On 20
November, Parliament adopted a resolution on cross-border fixed book
pricing systems ().

652. As the Kaleidoscope and Ariane programmes will come to an end
on 31 December 1998, the Commission proposed on 23 September that
they be extended by one year in order to ensure the continuity of the
Community’s cultural activity until the framework programme for
2000-04 comes into force. The Council adopted common positions on
these proposals on 20 November and Parliament approved them on 17
December (Table I).

653. The 85 projects supported in 1998 under the Raphael programme
of Community action in the field of cultural heritage (*), for a total
amount of ECU 10.015 million, concerned both large-scale operations
such as the ‘European heritage laboratories’ projects for conservation
and building restoration, projects on mobility and training for profes-
sionals and cooperation between museums and events intended to raise
public awareness of conservation issues.

("} Bull. 5-1998, point 1.2.202. The designated cities are Rotterdam and Oporto for 2001, Bruges
and Salamanca for 2002, Graz for 2003, and Genoa and Lille for 2004.

() 1997 General Report, point 699.

(*) OJ C379, 7.12.1998; Bull. 11-1998, point 1.2.168.

(*) 1997 General Report, point 701.
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654. The Commission has also launched a study of the job-creation
potential of the cultural sector.

655. In the field of sport, the Commission continued to consider the
direction Community action should take, with regard specifically to
implementing the declaration on sport annexed to the Amsterdam
Treaty. It also supported 250 projects for a total of ECU 2.7 million
under the ‘Eurathlon’ and ‘Sports for persons with disability’ pro-
grammes. The Cardiff European Council asked the Council and the
Member States to consider what could be done through sport to combat
the exclusion of young people('). The European Parliament adopted
resolutions on the UEFA Cup (14 January) (?) and the sale of tickets for
the World Cup (12 March) (3).

(") Bull. 6-1998, point L10.
() O] C 34, 2.3.1998; Bull, 1/2-1998, point 1.3.290.
(%) OJ C 104, 6.4.1998; Bull. 3-1998. point 1.3.48,
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Section 26

Audiovisual media

656. The year 1998 saw the start of an overall review of audiovisual
policy: a third European Conference on Audiovisual Media was held,
and the Commission adopted a communication entitled ‘Audiovisual
policy: next steps’. The Council also adopted a recommendation on the
protection of minors and human dignity in audiovisual and information
services.

657. 1In its third report ('), issued on 3 April, on the application of
Articles 4 and § of the “Television without frontiers’ directive (%), which
provide that television channels should, whenever practicable, reserve a
majority proportion of their transmission time for European works, and
10 % of their transmission time or their programming budget to works
created by independent European producers, the Commission found that,
in most Member States, the majority of channels either met or exceeded
these obligations in 1995 and 1996.

658. On 24 September, the Council adopted a recommendation (Table
1) on the protection of minors and human dignity in audiovisual and
information services. This recommendation, which is in line with the
existing national and European rules, covers all electronic media. In the
field of television, it calls on operators to experiment with new, digital
methods of parental control (personal codes, filtering software); in the
field of on-line services, it gives guidelines for developing self-regulation
at national level.

659. The third(3) European Conference on Audiovisual Media was
held in April in Birmingham (*) on the theme of ‘Challenges and oppor-
tunities in the digital age’. It formulated a number of concrete proposals,
such as the extension of the MEDIA programme, the creation of a Euro-
pean film and television school, the creation of a mechanism to encour-
age private investment in audiovisual production and the development of
focus events (‘the European Oscars’). The Council adopted conclusions
on 24 September, welcoming the conference’s success and emphasising

(") COM(1998) 199; Bull. 4-1998, point 1.2.153; previous report: COM(96) 302; 1996 General
Report, point 635.

(3) Council Directive 89/552/EEC (O] L 298, 17.10.1989; Twenty-third General Report, point 227)

last amended by Directive 97/36/EC (O] L 202, 30.7.1997; 1997 General Report, point 705).

(*) Previous conference: 1994 General Report, point 712.

4 Bull. 4-1998, point 1.2.152.
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the need to follow it up, both with support mechanisms and by review-
ing the regulatory framework ().

660. On the basis of the results of the Birmingham Conference, the
conclusions of a high-level group on audiovisual policy (which delivered
its final report in October), and the results of the consultation launched
by the Green Paper on the convergence of the telecommunications,
media and information technology sectors (— point 459), on 14 July the
Commission adopted a communication entitled ‘Audiovisual policy: next
steps’, (?) in which it presents its initial conclusions on the overall
review of audiovisual policy. It stresses the need to strengthen mecha-
nisms providing public support for the production and distribution of
European works, to attract capital to Furopean productions from exter-
nal markets, to encourage the profession to create a European awards
ceremony and to create a regulatory framework favourable to launching
digital television in a competitive environment.

661. The MEDIA II programme (1996-2000) (3), designed to encourage
the development of the European audiovisual industry, reached mid-term
on 30 June, at which point it was subjected to a detailed evaluation.
Under the section of the programme concerned with training of profes-
sionals in the audiovisual industry, 36 projects relating in particular to
production management, script writing and the use of new image tech-
nologies were selected in 1998. Under the section on encouraging devel-
opment and distribution of European audiovisual works, 1 103 projects
were selected, including 430 which relate to the development of film
projects (pre-production), 48 to strengthening or consolidating produc-
tion companies, 1 to animation (industrial platform accompanied by a
medium-term sectoral plan), 430 to selective support for distribution of
European films (in particular, outside their national territory), 53 to
video and multimedia distribution, 89 to television, 2 to networking
European cinemas and 50 to market promotion. Under the system of
automatic support for film distribution (*), 115 film distribution compa-
nies were selected for financial support proportionate with the number
of tickets sold in 1997 for non-national European films which they dis-
tributed (°). The agreement on Cyprus’ participation in the MEDIA II
programme was concluded on 3 November (— point 832).

(') O] C306, 6.10.1998; Bull. 9-1998, point 1.2.175.

(?) COM(1998) 446; Bull. 7/8-1998, pomnt 1.3.244,

() OJ L321, 30.12.1995, 1995 General Report, point 677; 1996 General Report, point 637.

(*) 1996 General Report, point 708.

(*) This potential support must be reinvested in production and/or distribution of new European
films before the end of 1999. In 1998, 99.5 % of the potential support generated in 1997 on
the basis of the 1996 receipts was reinvested in 128 films.
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662. On 17 November the Council adopted a resolution on public
service broadcasting (1).

663. The technological aspects of the ‘16/9” action plan for the intro-
duction of advanced television services in Europe and the follow-up
work on the Green Paper on the convergence of the telecommunications,
media and information technology sectors are dealt with in Section 16
(‘Information society, telecommunications’) of this chapter (— points 459
to 477).

(") Bull. 11-1998, point 1.2.169.
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Chapter V

Role of the Union in the world

Section 1

Common foreign and security policy

Priority activities and objectives

664. The European Union continued to develop political dialogue with
individual countries or groups of countries; one focus of its efforts was
an expansion of its activities to defend human rights and fundamental
freedoms. It also continued to promote peace by offering its services as
a mediator, by helping to relaunch dialogue between the parties to a
conflict and by providing humanitarian aid for civilians ('). As part of
the common foreign and security policy (CFSP), the Council accordingly
adopted 20 joint actions and defined 22 common positions under Arti-
cles J.3 and ].2 of the Treaty on European Union, plus a code of con-
duct on arms exports. The EU also issued a large number of statements
and made a number of representations to various governments and inter-
national organisations.

General

665. In its annual resolution on progress in implementing the CFSP (?),
adopted on 28 May, Parliament expressed the view that although the
CFSP had made some headway in 1997, the criticism voiced in its pre-
vious resolution remained valid (?). It was particularly disappointed that

(') This aspect is covered more fully in Section 5 (‘Humanitarian aid’) of this chapter (— points
776 et seq.).

(3) O] C 195, 22.6.1998; Bull. 5-1998, point 1.3.1.

(*) QJ C200, 30.6.1997; 1997 General Report, point 712.
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there had been no interinstitutional agreement regarding its right to
information and consultation and that the CFSP, in its current form, was
restricting Europe’s ability to exercise its influence to the full. It called
on the Council and the Member States to exploit and develop the
instruments set up by the Maastricht and Amsterdam Treaties to achieve
a genuine common policy.

666. In December the Vienna European Council expressed the opinion
that the Secretary-General of the Council and High Representative for
the CFSP should be appointed as soon as possible and be a personality
with a strong political profile. It invited the Council to prepare common
strategies on Russia, Ukraine, the Mediterranean region and the western
Balkans, on the understanding that the first would be on Russia. Wel-
coming the new impetus given to the debate on a common European
policy on security and defence, the European Council also noted that the
CFSP should be backed by credible operational capabilities (*).

Common foreign policy

667. As regards common positions and joint actions (2), the Council:

— defined eight common positions and adopted 10 joint actions on
south-eastern Europe (Common Position 98/633/CFSP concerning the
process of stability and good-neighbourliness in south-east Europe
(— point 839), 98/196/CFSP on Bosnia and Herzegovina (— point
841), 98/240/CFSP, 98/326/CFSP, 98/374/CFSP, 98/426/CFSP and
98/725/CFSP on the Federal Republic of Yugoslavia (— point 843)
and 98/498/CFSP on Slovenia (— point 825); Joint Actions 98/117/
CFSP, 98/302/CFSP, 98/607/CFSP and 98/737/CESP on Bosnia and
Herzegovina (— point 841), 98/301/CFSP, 98/375/CFSP, 98/646/CFSP,
98/736/CFSP and 98/741/CFSP on the Federal Republic of Yugoslavia
(— point 843) and 98/547/CFSP on Albania (— point 840);

— adopted Joint Action 98/608/CFSP on the Middle East peace process
(— point 849);

— defined Common Position 98/448/CFSP concerning Belarus (— point
876);

(*) Bull. 12-1998.

{(*) Joint actions and common positions concerning a specific geographical area are covered more
tully in the section on the area in question; this section simply lists them and gives references
to the appropriate sections.
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— defined five common positions on Asia (98/107/CFSP, 98/303/CESP
and 98/612/CFSP on Burma (Myanmar)(— point 906), 98/606/CESP
on south Asia (— point 902) and 98/108/CFSP on Afghanistan
(— point 903);

— defined six common positions and adopted three joint actions on
Africa (Common Positions 98/252/CFSP on Rwanda (— point 952),
98/300/CFSP and 98/409/CFSP on Sierra Leone (— point 954),
98/425/CFSP regarding Angola (— point 951), 98/614/CFSP concern-
ing Nigeria (— point 953) and 98/350/CFSP concerning human
rights, democratic principles, the rule of law and good governance
(= point 931); Joint Actions 98/410/CFSP on the Democratic Repub-
lic of the Congo (— point 952), 98/452/CFSP on the Great Lakes
region (— point 952) and 98/735/CFSP on Nigeria (— point 953)).

668. The European Union made numerous representations, approaching
the governments of South Korea, the Democratic Republic of the Congo,
Tunisia, Cuba, Russia, Laos and the United States regarding human
rights and democracy, the authorities of Niger and Afghanistan regarding
humanitarian activities, the governments of countries including India and
Pakistan regarding non-proliferation, the Government of Croatia regard-
ing UN peacekeeping missions, and the authorities of Togo, Guinea and
Tanzania regarding elections. The EU’s external relations action included
continuing political dialogue with associated countries, non-member
countries and international organisations. On 29 June the Council
adopted a paper setting out the preconditions for the dispatch of EU
electoral observers (1).

Common security policy

669. In a resolution adopted on 14 May (?), Parliament called for the
gradual establishment of a common EU defence policy, mainly to protect
the Union’s interests where diplomatic instruments were no longer suf-
ficient, and proposed practical measures for the future integration of the
Western European Union into the EU. With that aim in mind, and in
accordance with the Treaty of Amsterdam, the EU and the WEU stepped
up their dialogue and cooperation (— point 703). The EU requested the
WEU under Article J.4(2) of the Treaty on European Union to carry out
a feasibility study regarding international police operations in Albania
(— point 840), to implement an EU action on assistance for mine clear-

(Y Bull. 6-1998, point 1.4.6.
() Q] C167, 1.6.1998; Bull. 5-1998, point 1.3.4.
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ance in Croatia (') and to provide it with data from the WEU Satellite
Centre on the situation in Kosovo (— point 843). On 26 October the
Council also adopted a decision regarding an initial and purely illustra-
tive list of political situations in which the EU could approach the WEU
under the provisions of the Treaty of Amsterdam to carry out human-
itarian operations and rescue/evacuation missions. The EU Defence Min-
isters gathered for the first time at an ad hoc conference held in Vienna
on 3 and 4 November.

670. The European Union continued to work towards the goal of the
total elimination of anti-personnel landmines. As one of the world’s big-
gest contributors to the international mine-clearance effort, the EU allo-
cated over ECU 50 million for that purpose in 1998, including ECU 15
million under the fourth framework programme for research and devel-
opment (— point 284) for advanced mine-clearance technology. The
Ispra Joint Research Centre hosted an international seminar and exhi-
bition on mine-clearance technology (?) on behalf of the European Com-
mission from 29 September to 1 October (— points 290 to 293). The
EU also played an important role in the international anti-personnel
mine conferences held in Ottawa in March, in Washington in May and
in Karlsruhe and Vienna in July. Fourteen of the fifteen Member States
signed the Ottawa Convention (Convention on the Use, Stockpiling, Pro-
duction and Transfer of Anti-personnel Mines and on their Destruc-
tion) (®), which is due to enter into force on 1 March 1999 following
the depositing of ratification instruments by the 40th signatory in Sep-
tember.

671. On 23 April the Council defined Common Position 98/289/
CFSP (%) relating to the preparation of the second Preparatory Commit-
tee for the 2000 review conference of the parties to the Treaty on the
Non-proliferation of Nuclear Weapons (NPT). This common position
provides for the European Union to seek to convince States which are
not yet parties to the NPT to accede to it and to take part in the con-
ference. On 26 October, in the wake of the nuclear tests in Pakistan and
India, the Council adopted a common position on the European Union’s
contribution to the promotion of non-proliferation and confidence-build-
ing in the south Asian region (— point 902), followed, on 3 November,

" De;isions 98/627/CFSP and 98/628/CFSP (O] L 300, 11.11.1998; Bull. 11-1998, points 1.3.4
and 1.3.5).

(3) Bull. 10-1998, point 1.2.75.

(*) 1997 General Report, point 719.

(*) OJ L 129, 30.4.1998; Bull. 4-1998, point 1.3.6.
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by a decision (1) for the implementation of Joint Action 97/288/CFSP on
the European Union’s contribution to the promotion of transparency in
nuclear-related export controls (*). On 19 February (3) Parliament, for its
part, reaffirmed its support for the Comprehensive Test Ban Treaty and
called on all governments to refrain from carrying out sub-critical tests;
on 19 November (*) it also expressed its support for the nuclear disar-
mament initiative of the New Agenda Coalition.

672. In Common Position 98/197/CFSP (), the Council called for
progress towards a legally binding protocol to strengthen compliance
with the Biological and Toxin Weapons Convention (BTWC).

673. The European code of conduct for arms exports, which Parlia-
ment had called for in January (°) and May (’) resolutions, was adopted
by the Council on 8 June (®). While pointing out that the final decision
on arms exports belongs to the national governments, the code sets out
the precise terms on which such decisions should be taken and provides
an operational framework for discussion of arms exports. Its implemen-
tation will be assessed annually. It establishes a system for notifying the
refusal of an export licence and for consultation between Member
States: if a Member State decides to grant a licence which has previously
been denied for an identical transaction by another Member State, it
must inform that Member State of its intention and furnish reasons for
its decision. On 17 December the Council adopted a joint action on the
EU’s contribution to preventing the destabilising accumulation and
spread of small arms and light weapons (°).

674. The system for the control of exports of dual-use (military and
non-military) goods ('°) was updated twice, by Decisions 98/106/CFSP
(26 January) ('') and 98/232/CFSP (16 March) (12).

675. The European Union continued to contribute actively to the inter-
national effort to counter terrorism, particularly with the United Nations

) Decision 98/623/CFSP (O] L 297, 6.11.1998; Bull. 11-1998, point 1.3.3).
) O] L 120, 12.5.1997; 1997 Genera! Report, point 721.

) O] C80, 16.3.1998; Bull. 1/2-1998, point 1.4.7.

}y OJ €379, 7.12.1998; Bull. 11-1998, point 1.3.7.

) OJ L75, 12.3.1998; Bull. 3-1998, point 1.3.5.

) O] C34, 2.2.1998; Bull. 1/2-1998, point 1.4.6.

)y O C167, 1.6.1998; Bull. 5-1998, point 1.3.5.

) Bull. 5-1998, point 1.3.6; Bull. 6-1998, point 1.4.7.

) Joint Action 1999/34/CFSP (O] L 9, 15.1.1999; Bull. 12-1998).

9 1997 General Report, point 723.

) OJ L 32, 6.2.1998; Bull. 1/2-1998, point 1.4.5.

2) OJ L 92, 25.3.1998; Bull. 3-1998, point 1.3.6.
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and in the G8 (— point 881). It focused on preventing the mobilisation
of funds for terrorist acts, monitoring exports of weapons and explo-
sives, ratifying international conventions to combat terrorism, putting
together a draft UN convention to counter nuclear terrorism and coop-
eration to cope with the threat of chemical and biological terrorism. The
EU-US Summit (— point 884) approved a statement on combating ter-
rorism, pinpointing areas of mutual interest. Against the background of
the Middle East peace process, the EU continued its support for the
Palestinian Authority’s efforts to counter terrorist activities (') and set up
a joint security committee. A meeting on terrorism was also organised in
November as part of the Barcelona (Euro-Mediterranean) process
(— point 828).

Presidency and EU statements (2)

Central Europe

676. The European Union welcomed the abolition of the death penalty
in Bulgaria (), Estonia(*) and Lithuania (*) and the adoption by Esto-
nia (*) and Latvia (°) of citizenship legislation allowing stateless children
to acquire nationality and, in Latvia, abolishing the ‘windows system’
for naturalisation, and the Romanian Government’s proposed amend-
ments to the criminal code relating to homosexuality (¢). Having
expressed concern in March at the amnesty order issued by Slovakia’s
Prime Minister Vladimir Meciar for crimes connected with the 1997 ref-
erendum (”), the EU voiced its satisfaction in September at the holding
of elections in Slovakia (8).

Northern Mediterranean

677. The European Union welcomed the holding of the first political
dialogue meeting within the framework of the joint declaration between
the European Community and its Member States and the Former Yugo-

(1) 1997 General Report, points 725 and 923.

{*} The following points are a summary of the positions set out in Presidency statements on behalf
of the European Union and statements by the European Union on international political issues.
The full versions are to be found in the Bulletin of the European Union.

5 Bull. 12-1998.

4 Bull. 3-1998, point 1.3.8.

*}  Bull. 4-1998, point 1.3.8; Bull. 6-1998, points 1.4.20 and 1.4.21; Bull. 10-1998, point 1.3.9.

$) Bull. 5-1998, point 1.3.20.

7} Bull. 3-1998, point 1.3.15.

%) Bull. 9-1998, point 1.3.22.
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slav Republic of Macedonia (). In January the EU praised the work of
the UNTAES administration and Croatia’s contribution to the peaceful
reintegration of the region (2); in February, however, it condemned the
tone and content of President Franjo Tudjman’s speech to the HDZ con-
gress (*). It welcomed the agreement allowing free transit through the
territory of Croatia and of Bosnia and Herzegovina (*), the formation of
the new Republika Srpska Government (°) and the Arbitral Tribunal’s
decision on Brcko (¢). In June the EU expressed the view that Bosnia
and Herzegovina had embarked on a course of greater integration with
Europe and European structures and proposed that a joint consultative
task force be set up (7). On 7 September it made a pre-election appeal to
the population (¥), and on 15 September expressed its satisfaction at the
way in which the election had been conducted (°).

678. With regard to the Federal Republic of Yugoslavia (FRY), the
European Union expressed concern, and later alarm, at the hostilities in
Kosovo (in March, June, July and October) (!°). When Common Posi-
tion 98/240/CFSP (— point 843) was adopted in March, the EU agreed
to exert pressure on the government in Belgrade to find a peaceful solu-
tion to the problem ('") and welcomed the signing of an agreement to
implement the 1996 agreement on education in Kosovo (*?). The asso-
ciated countries of central Europe, Cyprus (also an associated country)
and the EFTA countries which are members of the European Economic
Area (EEA) on several occasions backed the European Union in its
action on the FRY and Kosovo (13).

679. In February the Furopean Union expressed its deep concern at the
events in Shkodér (Albania) (%) and in November called on the Demo-
cratic Party not to boycott the referendum on a new constitution (*°).

) Bull. 1/2-1998, point 1.4.10.

) Bull. 1/2-1998, point 1.4.15.

) Bull. 1/2-1998, point 1.4.16.

) Bull. 9-1998, point 1.3.9.

) Bull. 1/2-1998, point 1.4.13.

) Bull. 3-1998, point 1.3.7.

) Bull. 6-1998, point 1.4.11.

) Bull. 9-1998, point 1.3.7

) Bull. 9-1998, point 1.3.8

%) Bull. 3-1998, point 1.3.11; Bull. 6-1998, point 1.4.23; Bull. 7/8-1998, point 1.4.17; Bull.

10-1998, point 1.3.18.

(") Bull. 3-1998, point 1.3.12.

(*2) Bull. 3-1998, point 1.3.13.

(*3) Bull. 3-1998, point 1.3.14; Bull. 4-1998, point 1.3.10; Bull. 5-1998, point 1.3.18; Bull. 6-1998,
points 1.4.24 and 1.4.25; Bull. 9-1998, points 1.3.18 and 1.3.19; Bull. 11-1998, point 1.3.17;
Bull. 12-1998.

('Y Bull. 1/2-1998, point 1.4.9.

(**) Bull. 11-1998, point 1.3.9.
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On Turkey, the EU voiced its regret at the banning of the Refah party
(January) (*) and at the confirmation of the prison sentence imposed on
Istanbul’s mayor, Recep Tayyip Erdogan (September) (?). It condemned
the attack on Akin Birdal, President of the Turkish Human Rights Asso-
ciation (May)(®), and expressed its full solidarity with Italy over the
Ocalan affair, stressing that it rejected terrorism in any form (Novem-
ber) (*). It welcomed the agreement between Syria and Turkey on secu-
rity issues (October) (°) and the decision by President Clerides not to
install S-300 missiles on Cyprus (December) (¢).

Maghreb, Mashreq and Middle East

680. In July the European Union welcomed the UN Secretary-General’s
establishment of a panel of eminent persons to be dispatched to Al-
geria (7) and in September it expressed its approval of the panel’s
report (®). In December it gave its full backing to the UN Secretary-Gen-
eral’s settlement plan for western Sahara (¢). In May the EU welcomed
US efforts to revive the Middle East peace process (°), while in August it
condemned the plan to extend settlements in the Golan Heights ('°). In
October ('') it welcomed the signing of the Wye River Memorandum
and, on 4 December (°), the start of its implementation. However, on
23 December it regretted its suspension (°). In February it expressed
strong support for the UN Secretary-General’s mission to Iraq('?); in
March it welcomed the unanimous adoption of a UN Security Council
resolution commending the Secretary-General’s initiative to secure com-
mitments from the Government of Iraq regarding compliance with its
obligations (**). In November the EU condemned Iraq’s decision to stop
cooperating with the UN Special Commission (Unscom)('#). Having
repeated in February that Iran’s fatwa on Salman Rushdie was null and
void (*°), the Union welcomed the Iranian Government’s assurances that

) Bull. 1/2-1998, point 1.4.23.
) Bull. 9-1998, point 1.3.23.
) Bull. 5-1998, point 1.3.22.
) Bull. 11-1998, point 1.3.19.
} Bull. 10-1998, point 1.3.21.
) Bull. 12-1998.
) Bull. 7/8-1998, point 1.4.4.
) Bull. 9-1998, point 1.3.4.
) Bull. 5-1998, point 1.3.11.
%) Bull. 7/8-1998, point 1.4.24.
)} Bull. 10-1998, point 1.3.17.
) Bull. 1/2-1998, point 1.4.18.
) Bull. 3-1998, point 1.3.9.
} Bull. 11-1998, point 1.3.15.
) Bull. 1/2-1998, point 1.4.19.
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the fatwa would not be carried out (September) (!). However, it was par-
ticularly concerned, in December (?), about the disappearance and killing
of dissidents in Iran.

Independent States of the former Soviet Union

681. The European Union welcomed the abolition of the death penalty
in Azerbaijan (3) and the moratoriums on executions in Kyrgyzstan (%)
and Turkmenistan (2). In February it expressed its concern at the treat-
ment of two youths accused of painting anti-government graffiti in Bela-
rus (%), and in June it protested at the Belarusian authorities’ unaccept-
able behaviour with regard to the residences of the Member States’
heads of mission (°). It also condemned the violence in Abkhazia (Geor-
gia), while welcoming the signing of a ceasefire protocol (°). Best wishes
were communicated to the chair of the Black Sea Economic Cooperation
Summit held in Yalta (7). The EU called on Russia to implement rapidly
and fully the programme it had agreed with the IMF and the economic
reforms to which it had committed itself (¥); it expressed its abhorrence
at the savage killing of four engineers held hostage in Chechnya (?). In a
statement paying tribute to Galina Starovoitova, the Union said that the
outpouring of grief and sadness seen at her funeral showed that her
efforts to further democracy would not be forgotten(®). The EU
expressed its satisfaction at the readiness of the government and united
opposition in Tajikistan to resume discussion of a law excluding from
political life parties founded on religious principles (1°).

Asia

682. The Furopean Union on more than one occasion expressed deep
concern at the situation in Afghanistan: once in April, having received
news of preparations for further fighting and a food blockade on central

(1) Bull. 9-1998, point 1.3.14.

(2) Bull. 12-1998.

(3) Bull. 1/2-1998, point 1.4.11.

(*y Bull. 1/2-1998, point 1.4.12.

(*) Bull. 6-1998, point 1.4.10. A number of associated countries and EEA members also sub-
scribed to Commeon Position 98/448/CFSP (— point 876) regarding Belarus (Bull. 7/8-1998,
point 1.4.5). The Belarusian Foreign Minister and the EU Presidency subsequently reached an
arrangement on this matter (Bull. 12-1998).

) Bull. 6-1998, point 1.4.16.

) Bull. 6-1998, point 1.4.15.

) Bull. 7/8-1998, point 1.4.18; Bull. 9-1998, point 1.3.20.

) Bull. 11-1998, point 1.3.18.

%) Bull. 6-1998, point 1.4.26.
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Afghanistan (!), once in July, following the Taliban leaders’ closure of
the offices of non-governmental organisations (%), and once in September,
following the death of a group of Iranian diplomats in fighting in the
north and reports that civilians had been massacred (®). It condemned
the attack on the Temple of the Tooth in Kandy (Sri Lanka)(?), the
nuclear tests carried out by India (°) and Pakistan (), the detention of
political prisoners in Burma and the Burmese authorities’ restriction of
Aung San Suu Kyi’s freedom of movement(”). In May, following
renewed violence in Indonesia, the EU called on the government to con-
duct an in-depth investigation to track down the perpetrators and hold
them to account (®). In November it welcomed the announcement that
elections would be held by June 1999 (°). In June it expressed the hope
that negotiations between Indonesia and Portugal would produce a just
solution in East Timor which fully respected the rights of its inhabi-
tants ('°). In August it welcomed the results of the meeting between the
UN Secretary-General and the Indonesian and Portuguese Foreign Min-
isters regarding East Timor (11). The EU condemned the Malaysian Gov-
ernment’s treatment of former Deputy Prime Minister, Anwar Ibra-
him ('?). In June it underlined the importance it attached to the holding
of free and fair elections in Cambodia (**) and on 31 July it noted that
the elections, held on 26 July, appeared to have been conducted satisfac-
torily (1*); in September it noted the official results and called on all the
parties to adopt a constructive attitude ('*), and in November welcomed
the formation of a new coalition government (*¢). In May the European
Union expressed its support for the four-party talks and bilateral meet-
ings between the Republic of Korea and the Democratic People’s Repub-
lic of Korea ('7); in September it voiced its grave concern at the latter’s

(}) Bull. 4-1998, point 1.3.7.

(*) Bull. 7/8-1998, point 1.4.3.

(*) Bull. 9-1998, points 1.3.2 and 1.3.3. A number of associated countries and Norway also sub-
scribed to the aims of Common Position 98/108/CFSP (— point 903) in January (Bull. 1/2-
1998, point 1.4.8).

(*) Bull. 1/2-1998, point 1.4.22.

(*) Bull. 5-1998, point 1.3.9; Bull. 6-1998, point 1.4.19.

(¢) Bull. 5-1998, point 1.3.17; Bull. 6-1998, point 1.4.19.

(") Bull. 7/8-1998, point 1.4.11; Bull. 9-1998, point 1.3.16; Bull. 10-1998, points 1.3.11 and
1.3.12. A number of associated countries and EEA members also subscribed to the extension
of Common Position 96/635/CFSP (— point 906) in May (Bull. 5-1998, point 1.3.13) and in
October (Bull. 10-1998, point 1.3.13).

Bull. 5-1998, point 1.3.10.
Bull. 11-1998, point 1.3.14.

) Bull. 6-1998, point 1.4.27.

) Bull. 7/8-1998, point 1.4.10.

) Bull. 10-1998, point 1.3.10; Bull. 11-1998, point 1.3.16.

) Bull. 6-1998, point 1.4.14.

) Bull. 7/8-1998, point 1.4.6.

} Bull. 9-1998, point 1.3.10.

} Bull. 11-1998, point 1.3.11.

) Bull. 5-1998, point 1.3.19.
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missile test (1), and in October welcomed the resumption of the four-
party talks (2).

Latin America

683. In September the European Union and the countries of Latin
America and the Caribbean announced that a joint summit of Heads of
State or Government would take place in June 1999 in Rio de
Janeiro (3). The EU applauded the welcome given by Cuba to Pope John
Paul Il and the government’s decision to free a number of prisoners (*).
In May it urged the Guatemalan Government to carry out a thorough
investigation to bring the killers of Monsignor Juan Gerardi to justice
and support the work of the Truth Commission (°). In October it wel-
comed the efforts made to ensure that the Guatemalan peace accords
were implemented (¢). The Union congratulated Colombia’s new presi-
dent, Andrés Pastrana, on his investiture and reiterated its support for
the country’s peace process (7). In October it welcomed the conclusion of
an agreement between Peru and Ecuador (®).

Africa

684. The European Union praised the work of South Africa’s Truth
and Reconciliation Commission (°). In June it learned with deep sadness
of the death of the UN Secretary-General’s special representative to
Angola, Alioune Blondin Beye ('°). In September and in December it
reacted with great concern to the worsening of the situation in Angola,
which it attributed primarily to UNITA (!!). In January it condemned
the massacre of civilians in the village of Rukaramu in Burundi ('2); in
June it welcomed the adoption by Burundi’s National Assembly of a
constitutional act and a political platform for transition('?), and the
progress achieved at the first session of peace talks in Arusha (). In

) Bull. 9-1998, point 1.3.11.
) Bull. 10-1998, point 1.3.15.
) Bull. 9-1998, point 1.3.5.
) Bull, 1/2-1998, point 1.4.17.

S} Bull. 5-1998, point 1.3.8.

¢y Bull. 10-1998, point 1.3.6.
) Bull. 7/8-1998, point 1.4.7.
) Bull. 10-1998, point 1.3.1
) Bull. 11-1998, point 1.3.8.

) Bull. 6-1998, point 1.4.9.
) Bull. 9-1998, point 1.3.6; Bull. 12-1998.
12) Bull. 1/2-1998, point 1.4.14.
) Bull. 6-1998, point 1.4.12.
) Bull. 6-1998, point 1.4.13.
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November and December it voiced its alarm at the renewed violence
against civilians (!). In May the European Union expressed its concern at
the reports of military clashes on the border between Eritrea and Ethio-
pia (?); in September it called on the two countries to continue to exer-
cise restraint (3), and in November and December it welcomed the
attempts being made to settle the conflict peacefully (*). It welcomed the
fact that Eritrea and Yemen had accepted the International Arbitration
Committee’s decision on their dispute (°). In June it condemned the mili-
tary coup in Guinea-Bissau (°); in June(”) and July (®) it expressed its
concern at the further worsening of the situation in the wake of the
coup, and in July, September, October and November (°) it called on all
the parties involved to adhere to the memorandum of understanding
signed by the government and the military junta. In October the Euro-
pean Union welcomed the clemency measures announced by the presi-
dent of Equatorial Guinea ('°).

685. The European Union paid tribute to the people of Kenya for the
way they had exercised their right to vote and expressed its wish to see
a democratic, stable and prosperous country (). It expressed concern at
the situation in Lesotho ('?), urged all the parties in Mozambique to
continue their dialogue ('3), and voiced its disappointment at the upsurge
of violence in Niger and the reaction of the country’s authorities (**). In
March it welcomed the Pope’s visit to Nigeria, but remained worried by
the lack of respect for human rights and the lack of progress towards
democracy in the country (*%); in April, it called for free and fair elec-
tions ('¢), but observed in May that the so-called transition to civilian
rule was a failure and again expressed disquiet at the human rights situ-
ation (*7). In June it expressed its hope for an early return to democracy
following the death of General Sani Abacha ('¥); in July it welcomed

) Bull. 11-1998, point 1.3.10; Bull. 12-1998.
) Bull. 5-1998, point 1.3.7.
) Bull. 9-1998, point 1.3.12.
) Bull. 11-1998, point 1.3.12; Bull. 12-1998.
) Bull. 10-1998, point 1.3.22.
) Bull. 6-1998, point 1.4.17.
} Bull. 6-1998, point 1.4.18.
) Bull. 7/8-1998, point 1.4.8.
) Bull. 7/8-1998, point 1.4.9; Bull. 9-1998, point 1.3.13; Bull. 10-1998, point 1.3.8; Bull.
11-1998, point 1.3.13.
Bull. 10-1998, point 1.3.7.
Bull. 1/2-1998, point 1.4.20.
Bull. 9-1998, point 1.3.15.
Bull. 5-1998, point 1.3.12.
Bull. 5-1998, point 1.3.14.
Bull. 3-1998, point 1.3.10.
Bull. 4-1998, point 1.3.9.
Bull. 5-1998, points 1.3.15 and 1.3.10.
Bull. 6-1998, point 1.4.22.
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General Abdulsalam Abubakar’s announcement of a programme of tran-
sition and of his intention to hand over power to a civilian government
in 1999 (1); in September and October it welcomed the government’s
commitment to begin a process of democratisation ().

686. In July and August the European Union repeatedly expressed
alarm at the situation in the Democratic Republic of the Congo (?). In
February it stated its disquiet at the instability in Sierra Leone (%); in
May it expressed its fears about rebel atrocities against the civilian
population of the country(®), but in July welcomed the decisions
reached by the presidents of Liberia and Sierra Leone to condemn and
control rebel activity (°). In September and October, however, it
expressed condemnation of the death sentences and executions carried
out in Sierra Leone(”7). The EU welcomed the continuation of discus-
sions between the Rwandan authorities and representatives of the UN
High Commissioner for Human Rights (®). It also welcomed the continu-
ation of discussions between the Sudanese Government and the Sudan
People’s Liberation Movement (), but expressed concern at the worsen-
ing of the humanitarian crisis in the south of the country ('°). Another
cause for concern was the way in which Togo’s elections had been con-
ducted and the lack of credibility of their results (''). The EU expressed
its deep concern at the Zambian National Assembly’s decision to renew
the state of emergency for 90 days('2). In June a number of associated
countries and members of the EEA also subscribed to Common Position
98/350/CFSP on human rights, democratic principles, the rule of law
and good governance in Africa (') (— point 931).

General

687. On the occasion of the 50th anniversary of the adoption of the
Universal Declaration of Human Rights, the EU underlined the impor-

) Bull. 7/8-1998, point 1.4.12.

) Bull. 9-1998, point 1.3.17; Bull. 10-1998, point 1.3.14.

) Bull. 7/8-1998, points 1.4.13 to 1.4.16.

) Bull. 1/2-1998, point 1.4.21.

)y Bull. 5-1998, point 1.3.21.

) Bull. 7/8-1998, point 1.4.20.

) Bull. 9-1998, point 1.3.21; Bull. 10-1998, point 1.3.19.

) Bull. 7/8-1998, point 1.4.19; a number of associated countries and EEA members also sub-
scribed to the aims of Common Position 98/252/CESP (— point 952) regarding Rwanda (Bull.
4-1998, point 1.3.11).

Bull. 7/8-1998, point 1.4.21.

) Bull. 4-1998, point 1.3.12; Bull. 10-1998, point 1.3.20.

) Bull. 6-1998, points 1.4.28 and 1.4.29.

) Bull. 1/2-1998, point 1.4.24.

} Bull. 6-1998, point 1.4.8.
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tance it attached to the declaration (— point 24). It also welcomed the
successful conclusion of the conference for the establishment of the Inter-
national Criminal Court('). It saw as positive the recent developments
in the Lockerbie terrorist case (*). It decided to step up its international
campaign opposing the death penalty and work for its universal aboli-
tion (%). It also underlined its attachment to the negotiation of a legally
binding protocol to strengthen compliance with the Biological and Toxin
Weapons Convention (*). The associated countries and some members of
the EEA, for their part, subscribed to the aims of Common Position
98/197/CESP (— point 672) on progress towards the conclusion of the
abovementioned protocol (°), to the aims of the EU programme for pre-
venting and combating illicit trafficking in conventional arms (°) and to
the aims of the EU code of conduct for arms exports (7) (— point 673).

(1) Bull. 7/8-1998, point 1.4.22.
(3) Bull. 7/8-1998, point 1.4.25.
(*) Bull. 6-1998, point 1.4.30.
() Bull. 12-1998.

(*) Bull. 3-1998, point 1.3.16.
(®) Bull. 6-1998, point 1.4.31.
(") Bull. 7/8-1998, point 1.4.23.
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Section 2

International organisations and conferences

United Nations and specialised agencies ()

General Assembly

688. The 53rd session of the UN General Assembly opened in New
York on 9 September (?). During the ministerial week of the session, the
European Union was represented by Mr Wolfgang Schiissel, President of
the Council, and by Sir Leon Brittan, Mr Marin and Mr Van den Broek
from the Commission. Speaking on behalf of the Union, Mr Schiissel
cited the euro and enlargement as part of the EU’s response to the chal-
lenges of globalisation. He also underlined the Union’s commitment to
the United Nations and its backing for the Secretary-General’s reform
proposals, and the urgent need for a solution to the financial crisis fa-
cing the organisation. While in New York, Sir Leon, Mr Marin and Mr
Van den Broek attended meetings at ministerial level with representatives
of many countries and regional groupings, and bilateral meetings.

689. On 8 October the European Parliament adopted a resolution call-
ing on all UN Member States in arrears, and in particular the United
States, to fulfil their financial obligations ().

690. The special session of the UN General Assembly on the fight
against drugs is covered in Section 4 (‘Development policy’) of this chap-
ter (— point 760).

Economic and Social Council and United Nations Economic
Commission for Europe (ECE)

691. The European Commission participated in several sessions of the
United Nations Economic and Social Council. In particular, Sir Leon
Brittan spoke at July’s session on market access.

(") For the activities of the specialised development agencies see Section 4 (‘Development policy’)
of this chapter (— points 765 to 768).

2) Bull. 9-1998, point 1.3.24.

(%) OJ €328, 26.10.1998; Bull. 10-1998, point 1.3.23.

GEN. REP. EU 1998



244 ROLF OF THE UNION IN THE WORLD V-2

692. The 53rd annual session of the United Nations Economic Com-
mission for Europe took place in Geneva from 21 to 23 April (). Dis-
cussion focused on the vulnerability of the economies in transition, econ-
omic globalisation, the introduction of the euro and its impact on
countries not members of the European Union, and on the reform of the
ECE, its role in the United Nations and its cooperation with other inter-
national organisations and institutions, including the EU and the OSCE.
Mr Yves Berthelot, Executive Secretary of the ECE, visited the Commis-
sion on 10 December. On 24 March the Community acceded to the
revised 1958 UN-ECE agreement on the approval of motor vehicle
equipment and parts (— point 247).

Commission on Sustainable Development and
Convention on Climate Change

693. Activities relating to the Commission on Sustainable Development
and the Convention on Climate Change are covered in Section 17
(‘Environment’) of Chapter IV (— points 506, 507, 508 and 517).

Convention on the Law of the Sea and the
International Seabed Authority

694. On 23 March the Council adopted a decision concerning the con-
clusion by the Community of the UN Convention on the Law of the Sea
and the agreement on the exploitation of the seabed (Table III). The
Community acceded to the Convention and the agreement on 1 May. At
31 December there were 127 parties to the Convention (including the
Community and 12 of its 15 Member States).

695. The Community also took part in the fourth session of the Inter-
national Seabed Authority (?), which focused mainly on the 1999 budget
and the authority’s draft financial regulation. The draft mining code was
also discussed.

('} Contrary to what was stated in the 1997 General Report (point 743), the 1997 session was
not the 53rd but the 52nd.
(?} Previous session: 1997 General Report, point 744.
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International Monetary Fund (IMF) and World Bank (IBRD)

696. In conjunction with the general assemblies of the IMF and the
World Bank, the European Union, represented by Mr Rudolf Edlinger,
President of the Council, and Mr de Silguy, attended a number of meet-
ings in Washington in October. Commission representatives also took
part as observers in meetings of the Group of Ten, the IMF Interim
Committee (— points 70 and 71) and the Development Committee. On
5 May Mr Santer met the President of the World Bank, Mr James D.
Wolfensohn, in Washington to discuss cooperation between their respec-
tive institutions.

World Intellectual Property Organisation (WIPQ)

697. The Community, represented by the Commission, and its Member
States continued to play an active role in the WIPO. In January they
tabled a joint proposal for a protocol on audiovisual performances,
together with a proposal for the legal protection of non-original data-
bases, which were discussed by WIPO bodies in the course of the year.

World Trade Organisation (WTO) and
World Customs Organisation (WCO)

698. The activities of these organisations are covered in Section 3
(‘Commercial policy’) of this chapter (— points 710 to 714).

Organisation for Security and Cooperation in Europe (OSCE)

699. The main OSCE event of the year was the meeting of the Min-
isterial Council in Oslo on 2 and 3 December, which was attended by
the Foreign Ministers of the 54 participating States (the Federal Republic
of Yugoslavia (FRY) having been suspended since 1992) (!). Representa-
tives of the European Union, the OSCE’s Mediterranean partners (Alge-
ria, Egypt, Israel, Jordan, Morocco and Tunisia) and the UN and other
international organisations also took part in this summit. Decisions were
adopted concerning the finalisation of the European Security Charter in
1999, the situation in Georgia and Moldova and OSCE activities in cen-
tral Asia. A declaration on Kosovo, where an OSCE verification mission
was rapidly being set up was adopted. It stressed the need, if the FRY

(') Bull. 12-1998.
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was to resume its membership of the OSCE, to implement the recent
agreement on Kosovo and achieve a lasting political settlement respect-
ing the FRY’s sovereignty and territorial integrity.

700. The sixth meeting of the OSCE Economic Forum, held in Prague
in June, was devoted to security aspects of energy developments in the
OSCE area. The implementation of economic commitments was also
reviewed. Seminars were organised in Tashkent in September on envi-
ronmental problems in central Asia, in Valetta in October on the human
dimension of security and in Istanbul in November on the Black Sea
region.

701. As in 1997 ('), the OSCE’s main activities in the field of preven-
tive diplomacy concerned the former Yugoslavia and the Caucasus, but
it was also present in Estonia, Latvia, Moldova, Ukraine and Tajikistan.
It continued to seek a peaceful settlement in Nagorno-Karabakh, moni-
tor the situation in Georgia and Chechnya, and support or monitor the
electoral process in Albania, Bosnia and Herzegovina, and Slovakia. It
also organised a police-monitoring operation in Croatia, worked for
democratisation in Belarus and decided to play a greater role in Kosovo.

702. The Commission took part in the OSCE’s activities throughout
the year, contributing to its work on the economic and human dimen-
sions of the security model, the drafting of the European Security Char-
ter, relations with the Mediterranean countries and the organisation of
elections.

Western European Union (WEU)

703. At the first of the WEU’s two ministerial meetings, held in
Rhodes on 11 and 12 May, the ministers adopted a declaration envis-
aging enhanced cooperation both with the EU, via implementation of
Article ].4(2) of the Treaty on European Union, exchanges of classified
information, discussion of a European common defence policy and cur-
rent cooperation in Albania, and with NATO, with plans to hold a joint
crisis management exercise in 2000. The Rhodes Declaration also
referred to the work accomplished in Albania and Kosovo by the WEU
multinational police element, and to the operational development of the
WEU. At the second ministerial meeting, held in Rome on 16 and 17
November, ministers adopted a declaration on developments in the latter

(") 1997 General Report, point 750.
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half of the year. The Rome Declaration again focused on relations with
the Furopean Union and NATO, reaffirming the WEU’s desire for close
cooperation and touched on the WEU’s operational role and its relations
with third countries. The ministers also called for the WEU to discuss a
European security and defence identity in preparation for the entry into
force of the Treaty of Amsterdam and the NATO Summit in Washing-
ton, stating that discussion should focus on identifying new measures
aimed at strengthening European military capacities to handle crises,
notably ‘Petersberg’-type missions, including increased transparency and
interoperability within the multinational forces.

Council of Europe

704. The involvement of the EU institutions, in particular the Commis-
sion, in the activities of the Council of Europe continued on the basis of
the arrangements of 16 June 1987 ('), as revised by the exchange of
letters of 5 November 1996 (?). Accordingly, the Commission was
involved in the major political events in the Council of Europe’s calen-
dar. These included the 102nd and 103rd sessions of the Committee of
Ministers on 5 May and 4 November and the ministerial conferences on
youth and sport, which took place in Bucharest from 27 to 29 April
and Nicosia on 14 and 15 May respectively. Mr Van den Broek
addressed the Parliamentary Assembly on 29 January and took part in
the annual quadripartite meetings in Strasbourg on 1 April and 7 Octo-
ber (3). Meetings between the Commission and the Council of Europe
continued to be held on judicial affairs, culture, mass media, sport,
equal opportunities, youth, social policy, public health, environment,
migration, bioethics, judicial cooperation, human rights, local and
regional government, and education.

705. The Council of Europe also stepped up its cooperation with the
countries of central Europe, south-east Europe and the new independent
States of the former Soviet Union. A series of priority measures and a
joint programme of assistance for the reform of Albania’s judicial system
were signed in November. The implementation of programmes already
signed with other countries continued (joint programmes with Russia,
Ukraine, Moldova, the Baltic States and Bosnia and Herzegovina and
joint multilateral programmes on national minorities in the central Euro-
pean countries and the fight against corruption and organised crime in

(Y O] L273, 26.9.1987; Twenty-first General Report, point 902.
(3) 1996 General Report, point 692.
{(*) Bull. 4-1998, point 1.3.14; Bull. 10-1998, point 1.3.24.
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the new independent States of the former Soviet Union). Other activities
were carried out to encourage the creation in central and eastern Europe
of independent multidisciplinary ethics committees in the field of bio-
medical research.

706. On 21 December the Council adopted a decision concluding an
agreement between the European Monitoring Centre on Racism and
Xenophobia and the Council of Europe (— point 26).

Organisation for Economic Cooperation and Development (OECD)

707. At the annual ministerial meeting held in Paris on 27 and 28
April ('), discussions focused on the worldwide implications of the finan-
cial crisis in Asia and its repercussions for the OECD countries, meas-
ures to increase the flexibility and adaptability of the OECD economies,
and the measures needed to strengthen the multilateral system. The min-
isters also decided to suspend the negotiations under way for the draft
multilateral agreement on investment (MAI) () for six months to allow
the negotiators to review progress and consult the relevant bodies of
civil society in greater depth. In October the negotiations were resumed
following France’s decision to withdraw from them. The negotiations
were also the subject of resolutions adopted by the European Parliament
on 15 January (?) and 11 March (%).

European Bank for Reconstruction and Development (EBRD)

708. EBRD activities are described in Section 1 (‘Economic and mon-
etary policy’) of Chapter IV (— points 94 to 96).

Y} Bull. 4-1998, point 1.3.13.

2) 1995 General Report, points 734 and 755.

) OJ C 34, 2.2.1998; Bull. 1/2-1998, point 1.4.49
4} OJ C104, 6.4.1998; Bull. 3-1998, pomnt 1.3.17.
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Section 3

Common commercial policy

Priority activities and objectives

709. The consolidation of progress achieved in 1996 and 1997 and
preparations for the next round of trade talks were the significant events
in the World Trade Organisation framework. There were important
developments in Community legislation too, with the removal of China
and Russia from the list of non-market-economy countries and the adop-
tion of a directive on export credit insurance.

World Trade Organisation (WTO)

710. Two declarations were adopted at the end of the second WTO
ministerial conference (!) held in Geneva from 18 to 20 May: (°) a gen-
eral declaration setting out the WTQ’s work programme for the forth-
coming round of trade talks, and another specifically concerning elec-
tronic commerce. Further to the latter, which was in response to an
initiative by the Community, in September the WTO Council drew up a
detailed list of items for the negotiating agenda in the field of electronic
commerce. At the same time, the WTO members decided to continue
their current practice of not imposing customs duties on electronic trans-
missions.

711. In June, Parliament (}) and the European Council (*) expressed
satisfaction at the outcome of the Geneva conference, the preparations
for which had previously been the subject of Council conclusions on 30
March (5) and 30 April (6). In the latter case, the Council stressed the
importance it attached to transparency in WTO proceedings and the
need to ensure that the general public was aware of the benefits of trade
liberalisation in terms of jobs, growth and prosperity. In December the

("} First conference (Singapore): 1996 General Report, point 703.
() Bull. 5-1998, point 1.3.25.

() OF C210, 6.7.1998; Bull. 6-1998, point 1.4.35.

(*) Bull. 6-1998, point 1.22.

(%) Bull. 3-1998, point 1.3.20.

(*) Bull. 4-1998, point 1.3.16.

GEN. REP. EU 1998



250 ROLE OF THE UNION IN THE WORLD V-3

European Council expressed its support for the start of comprehensive
trade negotiations in the WTO framework in 2000 ().

712. Following the 1997 agreement on financial services(2), a fifth
protocol to the General Agreement on Trade in Services (GATS) covering
this subject was opened on 27 February for acceptance by the WTO
members who had taken part in the negotiations. On 14 December the
Council decided to conclude the results of the talks and approve the
protocol (Table III). The Community played an active role throughout
the year in the ongoing proceedings of various WTO working parties
and in the negotiations concerning the accession of new members to the
WTO. Kyrgyzstan and Latvia joined the WTO during the year.

713. 1In all, 31 new cases were put.to the WTO’s dispute settlement
body (DSB). The Appellate Body delivered conclusions on a number of
cases involving the Community, finding in its favour in disputes involv-
ing the tariff classification of computing (LAN) equipment (referred by
the United States), the Community’s poultry import arrangements (chal-
lenged by Brazil) and the Indonesian motor industry investment scheme
(referred by the Community) (— point 741). The Appellate Body’s con-
clusions regarding the referral by the United States and Canada of the
Community ban on imports of meat produced using hormones were
considerably more favourable to the Community than the earlier panel
conclusions (*), but the Community was nevertheless required to back up
its ban with a further assessment of the potential cancer risks associated
with such meat (— point 642).

World Customs Organisation (WCO)

714. WCO activities focused on the rules of origin, in particular the
harmonisation of non-preferential origin rules and the revision of the
Kyoto Convention on the Simplification and Harmonisation of Customs
Procedures (4).

) Bull. 12-1998.
) 1997 General Report, point 759.
) 1997 General Report, point 763.
) 1997 General Report, point 764.
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Operation of the customs union, customs cooperation and
mutual administrative assistance

715. On 3 June the Commission proposed an amendment to Regula-
tion (EEC) No2913/92 establishing the Community Customs Code
(Table 1) with the aim of simplifying customs formalities, introducing
greater flexibility on customs debt and free zones and increasing the
effectiveness of measures to prevent fraud and irregularities. On 28
January it also proposed a revision to Regulation (EC) No 3295/94 on
controls on counterfeit or pirated goods to extend its scope to certain
intellectual property (patent) violations (Table II). On 24 July the Com-
mission adopted a report on implementing the ‘Customs 2000° pro-
gramme (1) and, on 11 November, proposed a revision designed to incor-
porate into the programme all Community initiatives for improving the
way customs operate (Table I).

716. On 24 September the Council adopted a common position on the
proposal to amend the Community Customs Code in the field of transit
(Table I) presented by the Commission under its action plan for transit
in Europe (2). Progress was also made on implementing the plan’s com-
puting component (preparing the phased introduction of the new com-
puterised transit system from January 1999) and its operational aspects
(e.g. setting up a national coordinators’ network).

717. The TARIC multilingual database is used to transmit daily the
information required by the national administrations to ensure consist-
ency in the application of tariff measures. The 1998 printed version of
TARIC was published on 15 April (). Chapters 1 to 24 were updated
on 11 August (*). The 1999 Combined Nomenclature was established on
26 October by Regulation (EC) No 2261/98 (°) which incorporates the
initial results of the SLIM exercise (— point 151).

718. The agreement with Canada on customs cooperation and mutual
administrative assistance in customs matters entered into force on 1
January (Table III) and a similar agreement with Hong Kong was ini-
tialled on 3 November (Table III) during Mr Santer’s visit to China
(— point 909). On 17 February the Council authorised the Commission
to negotiate an additional protocol to the association agreement with

() COM(1998) 471; Bull. 7/8-1998, point 1.4.30.
() COM(97) 188; 1997 General Report, point 767.
() O] C115, 15.4.1998.

() OJ C252, 11.8.1998.

(’) OJ L292, 30.10.1998.
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Cyprus on mutual assistance in customs matters (Table III). In a com-
munication on 6 May, the Commission outlined steps leading to the
phased introduction of Euro-Mediterranean cumulation of origin
rules (1).

Commercial policy instruments

Anti-dumping and anti-subsidy measures

719. On 29 July the Commission adopted its 16th annual report to
Parliament on the Community’s anti-dumping and anti-subsidy activities
(1997) (?). On 3 September it also updated the basic decision on anti-
subsidy measures in the ECSC sectors (3) principally to adapt it to WTO
rules. On 27 April the Council removed Russia and China from the list
of non-market-economy countries (*), thus allowing the Commission, in
certain cases, to use the two countries’ domestic price information in
anti-dumping investigations.

720. The Commission published 24 notices of initiation of anti-dump-
ing proceedings, 9 of which related to new proceedings, 12 reviews, 2
for circumvention and 1 for absorption of duties. The Council imposed
definitive duties in 11 cases in the light of new proceedings; the main
cases (°) in which measures were adopted involved stainless steel fasten-
ers and parts (°), personal fax machines (”), synthetic fibre ropes(®) and
magnetic disks (3.5” microdisks) (?). Further to reviews, the Council also
confirmed or amended the definitive duties in seven proceedings and ter-
minated two proceedings without the imposition of measures. The Com-
mission adopted 12 provisional measures; the provisional measures
involving imports of unbleached cotton fabrics (!°) and stainless steel
bars (') did not become definitive. The Commission also terminated six
new proceedings and seven reviews without the imposition of measures.

(1) COM(1998) 254; Bull. 5-1998, point 1.3.26.

(2) COM(1998) 482; Bull. 7/8-1998, point 1.4.31.

(*) Decision 1889/98/ECSC (O] L 245, 4.9.1998; Bull. 9-1998, point 1.3.28).

(*} Regulation (EC) No 905/98 (O] L 128, 30.4.1998; Bull. 4-1998, point 1.3.18).

(*) For further information on specific cases, see the 17th annual report to Parliament of the
Community’s anti-dumping and anti-subsidy activities (1998) (to be published). The Bulletin of
the European Union also provides reports, without commentary, on the various stages (notices,
undertakings, duties) of ongoing proceedings.

(®) OJ L 50, 20.2.1998.

(7) O] L 128, 30.4.1998.

(8) O] L 183, 26.6.1998.

(*}y OJ L236, 22.8.1998.

('} O L 111, 9.4.1998.

(") OJ L202, 18.7.1998.
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The Court of Justice and the Court of First Instance issued nine judg-
ments or orders relating to anti-dumping.

721. As regards anti-subsidy measures, the Council imposed definitive
countervailing duties on imports from India of broad-spectrum antibiot-
ics (') and stainless steel bright bars(?). New proceedings were initiated
against imports of stainless steel wire from South Korea and India (?),
polypropylene binder or baler twine from Saudi Arabia (*), polyester tex-
tured filament yarn from South Korea and India (°) and polyethylene
terephthalate film from India (¢). Three proceedings were terminated by
the Commission without the imposition of measures (7).

722. Many third countries initiated anti-dumping and anti-subsidy
investigations against imports from EU Member States. The Commission
monitored such cases to ensure that all third countries fully complied in
this respect with their obligations under international agreements.

723. The Commission arranged seminars on the trade protection
instruments in Brazil (for the Mercosur Member States), Morocco and
Brunei (for members of ASEAN) and in Brussels (for central and east
European countries).

Barriers to trade

724. Under the trade barriers regulation (%), the Commission initiated
four examination procedures: Brazilian trade practices in the textile sec-
tor (°), imports of sorbitol (19), the arrangements applicable to cosmetics
in the Republic of Korea(!') and the conditions for transhipment of
swordfish in Chile (*?). It also decided to use the WTO dispute settle-
ment mechanism in the light of the outcome of the procedures initiated

) OJ L273, 9.10.1998.

)} O] 1304, 14.11.1998.

y O] C199, 25.6.1998.

)y O] C233, 25.7.1998.

) O C264, 21.8.1998.

) OJ C357, 21.11.1998.

) OJ L 168, 13.6.1998; O] L 203, 21.7.1998; O] L 214, 31.7.1998.

) Council Regulation (EC) No 3286/94 (O] L 349, 31.12.1994; 1994 General Report, point
1015), as amended by Regulation (EC) No 356/95 (O] L 41, 23.2.1995; 1995 General Report,
point 745).

() 0] C63, 27.2.1998.

1} O] C154, 19.5.1998.
2 O] C215, 10.7.1998.
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in 1997 (') concerning the United States’ Anti-Dumping Act of 1916 and
US practices with regard to cross-border music licensing, Argentinian
practices relating to exports of raw hides and skins and imports of fin-
ished leather, and Japanese trade practices in the leather sector (?). The
Commission is trying to reach a ‘gentleman’s agreement’ on the pending
procedures.

Import arrangements, including safeguards

725. Regulation (EC) No 519/94 (®) on the rules applying to imports
from State-trading countries was amended on 28 May by Regulation
(EC) No 1138/98 (*) which liberalises and subjects to prior Community
surveillance imports of toys originating in the People’s Republic of
China and increases by 5 % the level of quotas applicable to Chinese
porcelain and ceramic tableware.

726. On 25 May the Council updated the arrangements applicable to
certain goods resulting from the processing of agricultural products so as
to take account of the results of the Uruguay Round (°) (Table II).

Export arrangements

727. On 15 May the Commission put forward a proposal to revise the
Community regime for the control of exports of dual-use goods and
technology (Table II) designed to facilitate legal trade, increase checks on
exports of sensitive goods and step up action to combat fraud.

Treaties, trade agreements and agreements on mutual recognition

728. On 18 May (¢) the Council approved the broad lines of the Com-
mission’s communication on the management of preferential tariff

(") O] C58,25.2.1997 and O] C 177, 11.6.1997 (United States); OJ C 59, 26.2.1997 (Argentina);
O] C 110, 9.4.1997 (Japan); 1997 General Report, point 776.

(2} OJ L126, 28.4.1998 and Bull. 4-1998, point 1.3.30 (United States 1916 Act); O] L 346,
22.12.1998 and Bull. 12-1998 (United States, music licensing); O] L 295, 4.11.1998 and Bull.
10-1998, point 1.3.45 (Argentina); O] L 159, 3.6.1998 and Bull. 5-1998, poiat 1.3.40 (Japan).

(*) OJ L67, 10.3.1994; 1994 General Report, point 1016 (last amended: OJ L 122, 14.5.1997;
1997 General Report, point 777).

(*) OJ L 159, 3.6.1998.

(°) Twenty-sixth General Report, point 967.

(%) Bull. $-1998, point 1.3.29.
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arrangements ('). Parliament also dealt with the matter in a resolution
on 22 October (?).

729. Agreements on mutual recognition in the field of conformity
assessment were signed with Canada on 14 May (Table III), the United
States on 18 May (Table III), Australia (Table III) on 24 June and New
Zealand (Table III) on 26 June. The agreement with Canada entered into
force on 1 November and that with the United States on 1 December;
those with Australia and New Zealand are due to enter into force on 1
January 1999. An agreement was also reached with Switzerland in
December (— points 792 and 793). A mutual recognition agreement
with Israel on good laboratory practice was initialled on 24 November
(Table III).

Export credits

730. On 7 May the Council adopted Directive 98/29/EC (?) concerning
export credit insurance for transactions with medium- and long-term
cover. The aim of the directive is to reduce distortion of competition
caused by disparities between the various public medium- and long-term
export credit insurance systems and to introduce transparency in the

field.

731. On 7 May the Council also authorised the Commission to nego-
tiate the introduction of new rules on project finance transactions in the
OECD Arrangement on officially supported export credits (Table III).
The aim of the resulting agreement, which the Commission on 4
November proposed transposing into Community law (Table II), is to
allow flexibility in the rules regarding such transactions as the credit
repayments depend on revenues generated by the projects themselves. On
15 July the Commission proposed that the Council approve the new
consolidated version of the OECD Arrangement, which incorporates the
amendments made since the last overall revision in 1992 (*) and includes
in particular the new minimum premium provisions negotiated in 1997.

) COM(97) 402; 1997 General Report, point 778.
2} QJ C341, 9.11.1998; Bull. 10-1998, point 1.3.26.
) OJ L 148, 19.5.1998; Bull. 5-1998, point 1.3.43.
) OJ L 44, 22.2.1993; Twenty-sixth General Report, point 983.
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Market access

732. On 8 June the Council reaffirmed its firm commitment to the
market access strategy for the European Union outlined in the Commis-
sion’s 1996 communication (!) and, on 24 September, adopted a decision
providing Commission initiatives in that context with a legal basis ().
The number of specific barriers included in the interactive market access
database (?) rose from 352 at its launch (%) to over 1170 by the end of
the year, and more than 400 others identified by businesses or by the
Member States were under investigation by the Commission.

Trade and environment

733. The Commission continued to play an active role in the work of
the WTO Committee on Trade and Environment and of other interna-
tional bodies, using as a basis the principles contained in its 1996 com-
munication on trade and the environment (°). It also proposed that the
WTO’s Director-General call a high-level meeting in 1999, under the
auspices of the organisation, to discuss the issue.

734. On 30 April, Parliament adopted a resolution on the environmen-
tal, health and consumer protection aspects of world trade (°) in which
it called for a WTO council on the environment and sustainable devel-
opment to be set up.

Individual sectors

Steel

735. On 22 December the statistical surveillance of imports originating
in other countries by means of automatic licensing arrangements was
extended for 1999 (7). On the same date the Council also agreed to
extend for 1999 the dual licensing system without quantitative restric-

(}) Bull. 6-1998, point 1.4.56.

() Decision 98/552/EC (O] L 265, 30.9.1998; Bull. 9-1998, point 1.3.43).
(*) Internet address: http:/mkaccdb.eu.int. Access is free and unrestricted.
(*} 1996 General Report, point 721; 1997 General Report, point 783.

(°) COM(96) 54; 1996 General Report, point 444,

(¢) OJ C152, 18.5.1998; Bull. 4-1998, point 1.3.17.

(7) OJ L 354, 30.12.1998.
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tions applicable to certain steel products originating in Bulgaria, the
Czech Republic, Romania and Slovakia.

736. Under the agreements with Russia and Ukraine covering the
period 1997-2001 (1), the quantitative limits were altered on 2 October
in the light of the Russian and Ukrainian authorities’ transfer
requests (?); steps were taken under the TACIS programme to implement
the competition, State aid and environmental protection provisions of
the agreements. Autonomous quotas were set for imports of certain steel
products from Kazakhstan on 17 June (?) and 30 November (*) pending
the conclusion of negotiations for a similar agreement with that country.

Shipbuilding

737. Since it has not yet been ratified by the United States, the OECD
agreement on shipbuilding (°) has still not entered into force. Pending
implementation of an international agreement, the Council therefore
adopted a new regulation on aid to the shipbuilding sector (— point
226).

Textiles

738. On 1 January all quotas on imports of textiles and clothing from
Bulgaria, the Czech Republic, Hungary, Poland, Romania and Slovakia
were abolished. Since customs duties had already been removed on 1
January 1997, this step amounted to a total liberalisation of imports
from these countries.

739. Agreements on trade in textile products with the Former Yugoslav
Republic of Macedonia, Russia and Vietnam were signed on 11 March,
23 July and 10 September respectively (Table III). A similar agreement
was initialled with Laos on 16 June (Table III), with the Council decid-
ing to apply it provisionally on 9 November. The Council adopted deci-
sions concluding textiles agreements with Egypt on 18 May (Table III)
and with Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan and Turkmeni-
stan on 7 April (Table IIl). Additional protocols on trade in textile prod-
ucts with Latvia and Lithuania were also adopted on 13 July (Table III).

(") 1997 General Report, point 789.
(3) OJ L268, 3.10.1998.
(*} OJ L178, 23.6.1998.
() O L 332, 8.12.1998.
(*) 1994 General Report, point 1032.
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On 24 September the Council authorised the Commission to negotiate
the renewal of the 1988 agreement (') with China (Table III). The agree-
ment was initialled on 20 November and the Council decided to apply
it provisionally on 21 December. On 22 December the Council also
introduced new autonomous arrangements for textile products originat-
ing in Taiwan (?).

740. In the absence of denunciation by either party, the textile agree-
ments with the Former Yugoslav Republic of Macedonia, Ukraine, Bela-
rus, Moldova, Georgia, Armenia, Azerbaijan, Turkmenistan, Uzbekistan,
Kazakhstan, Kyrgyzstan and Tajikistan were automatically extended until
31 December 1999.

Motor industry

741. The Community twice invoked the WTO dispute settlement
mechanism, requesting consultations with Canada on 17 August regard-
ing the subsidies for car manufacturers meeting minimum local-content
requirements, and consultations with India on 6 October regarding its
automotive investment arrangements. The WTO’s dispute settlement
body found in favour of the Community in the case of the Indonesian
‘national car’ programme (®) and other discriminatory trading measures
practised in Indonesia. In order to improve market access for EU auto-
mobile exports, the Commission started talks with a number of coun-
tries including Poland, Brazil, Colombia and the Republic of Korea.

742. The Commission continued to ensure correct application of the
EEC-Japan arrangement (*) for Japanese exports of cars and light com-
mercial vehicles to the EU and the five previously restricted markets
before they are fully liberalised at the end of 1999.

743. It continued to encourage efforts to achieve further international
harmonisation of automotive technical standards. On 24 March the
Community acceded to the UN-ECE revised 1958 agreement on type
approvals for motor vehicle equipment and parts (— point 247).

") OJ L 380, 31.12.1988; previous renewal: 1995 General Report, point 767.
2) Regulation (EC) No 47/99 (O] L 12, 16.1.1999; Bull. 12-1998).

3} 1997 General Report, point 795.

4} Twenty-fifth General Report, point 1060.
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Other products

744. An agreement with Chile on controls on drug precursors was
signed on 24 November (Table III).

Services

745.  Developments connected with the protocols to the GATS agree-
ments on financial services are covered in the ‘“World Trade Organisa-
tion’ section (— point 712).

746. The Commission has set up a European services network and a
European service leaders” group to allow industry to put across its views
in the light of the forthcoming round of multilateral trade talks on serv-
ices. The Community continued to play an active role in the WTO
working parties on rules and on professional services.
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Section 4

Development policy

Priority activities and objectives

747. The European Union continued to attune its generalised scheme
of preferences (GSP) more closely to the objectives of its development
policy. The Council improved the conditions offered to countries that
adbered to certain international social and environmental conditions, and
to the least developed countries, while the Commission took initiatives
in different areas of development cooperation, such as combating AIDS
and promoting sustainable tourism. Cooperation with non-governmental
organisations (NGOs) and decentralised cooperation were given a legal
basis.

Overview

748. On 16 January (') Parliament underscored the need to make Com-
munity development aid more effective, particularly by improving the
coordination, coherence and complementarity of operations. The Council
adopted guidelines on 9 March designed to strengthen operational coor-
dination between the Community and the Member States and with all
developing countries, based on its conclusions of June 1997 (2).

749. The Council, in conclusions of 18 May (?), examined the progress
made in the fight against poverty since its 1993 resolution (), and
stressed the need to place it at the heart of the Community and the
Member States’ development cooperation policy. On 30 September, in
response to a 1997 () Council resolution, the Commission presented a
communication (6) on microfinance and poverty reduction that was
endorsed by the Council on 30 November (7). In a resolution of 1 April,
Parliament welcomed the Commission communication on the follow-up
to the world summit for social development (¥), calling for the debt of

(1) O] C 34, 2.2.1998; Bull. 1/2-1998, point 1.4.52.
(23} 1997 General Report, point 804.

%) Bull. 5-1998, point 1.3.48.

() Twenty-seventh General Report, point 807.

(%) 1997 General Report, point 805.

(%) COM(1998) 527; Bull. 9-1998, point 1.3.49.

() Bull. 11-1998, point 1.3.40.

(3) COM(96) 724; 1997 General Report, point 804.
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the poorest countries to be reduced and an average 20 % of develop-
ment aid funds to be allocated to basic social services('). On 2 July it
adopted a resolution encouraging fair trade (?).

750.  On 22 December the Council adopted a regulation on integrating
gender issues in development cooperation (Table II). In conclusions
adopted on 18 May, it emphasised the importance that it attached to
this issue (3).

751.  On 30 November (*), following up a working paper presented by
the Commission on 11 May (°), the Council adopted a resolution on
support for indigenous peoples, putting particular emphasis on the need
to enhance their territorial rights and capacity to manage biological
resources sustainably.

752. On 14 October the Commission adopted a communication on a
strategy to support the development of sustainable tourism in the devel-
oping countries (°). It recommended promoting cooperation between the
tourist industry, the authorities and civil society in those countries, based
on respect for social and environmental standards. This communication
was welcomed by the Council on 30 November (7).

753. 1In its conclusions of 30 November the Council also underlined
the role of development cooperation in strengthening the peace process
and in conflict prevention and resolution (2).

Generalised scheme of preferences (GSP)

754. On 9 March (°) the Council extended the coverage of the GSP to
all least developed countries that are not party to the fourth Lomé Con-
vention (— point 935), thus granting them benefits equivalent to those
enjoyed by countries that are. On 25 May (Table II) it also incorporated
in the GSP special incentive arrangemerts concerning labour rights and
environmental protection. Countries that can demonstrate that they are
applying certain standards laid down by the International Labour

) O C138, 4.5.1998; Bull. 4-1998, pomt 1.3.33.

2} OJ €226, 20.7.1998; Bull. 7/8-1998, point 1.4.59.

4} Bull. 5-1998, point 1.3.49.

4} Bull. 11-1998, point 1.3.41.

*) Bull. 5-1998, point 1.3.50.

©) COM(1998) 563; Bull. 10-1998, point 1.3.46.

7y Bull. 11-1998, point 1.3.39.

%) Bull. 11-1998, point 1.3.38.

) Regulation (EC) No 602/98 (O] L 80, 18.3.1998; Bull. 3-1998, point 1.3.43).
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Organisation and the International Tropical Timber Organisation will
enjoy an increase in preferential margins of 66 % for agricultural prod-
ucts and 100 % for industrial products.

755. On 21 December the Council adopted a regulation (') applying a
multiannual scheme of generalised tariff preferences for the period 1
January 1999 to 31 December 2001. It basically extends current provi-
sions by merging them in a single text with a few adjustments, mainly
with regard to the special ‘drugs’ arrangements.

International commodity agreements

756. The Council of the International Coffee Organisation met twice,
in May and in September. It discussed the future of international coop-
eration on coffee in view of the expiry of the current agreement on 1
October 1999.

757. On 6 July the Council adopted a decision concluding the 1993
International Cocoa Agreement (Table III). The Council of the Interna-
tional Cocoa Organisation met in March and September, when it exam-
ined problems stemming from the winding-down of the buffer stock,
which was completed at the end of the year.

758. The Commission participated in the May and November sessions
of the Council of the International Agreement on Tropical Timber, which
approved a range of measures and projects aimed at promoting sustain-
able development of tropical forests and improving the terms of trade in
tropical timber.

759. In April the Commission participated in the annual meeting of the
Council of the International Jute Organisation, at which the prospects

for renegotiating the International Jute Agreement and the appointment
of the Organisation’s new executive director were discussed.

North-South cooperation on drugs and drug abuse

760. A special session of the United Nations General Assembly on
drugs held in New York from 8 to 10 June concluded with the adoption

() Regulation (EC) No 2820/98 (O] L 357, 30.12.1998; Bull. 12-1998).
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of a political declaration and specific cooperation measures (). The
Commission adopted a communication on 8 January in preparation for
the meeting (2).

761. North-South cooperation measures against drugs and drug abuse,
to which ECU 8.9 million was allocated in 1998, were implemented for
the first time under Regulation (EC) No 2046/97 (3). Measures covered
institution building, technical aid for alternative development, and efforts
to reduce both drug supply and demand and to prevent money launder-
ing. Special initiatives were put in hand in central Asia, Latin America,
the Caribbean and central Africa and a joint EU-SADC conference on
the fight against drugs (— point 948) was held in Gabarone, Botswana,
in February.

North-South cooperation on health issues

762. On 3 July the Commission adopted a communication on
increased solidarity to confront AIDS in developing countries, in which
it describes the EU’s current efforts to fight AIDS and examines new
instruments and measures which could be implemented (*).

763. Aid for the health sector in the developing countries amounted in
1998 to about ECU 265 million. Evaluations of previous years’ projects
confirmed that priority should go to prevention, human resources, the
organisation of health systems and coordination with other donors.

Cooperation on eradicating anti-personnel mines

764. In implementing the resolution on anti-personnel mines adopted
by the Council in November 1996 (°), the Commission devised an action
programme designed to coordinate all its operations more closely. It also
continued to promote the development of new detection and clearance
systems and with the Member States it set up a database for coordinat-
ing measures to eradicate anti-personnel mines.

(") Bull. 6-1998, point 1.4.59.

(?) COM(97) 670; Bull. 1/2-1998, point 1.4.54.

() OJ L287, 21.10.1997; 1997 General Report, point 814.
(*) COM(1998) 407; Bull. 7/8-1998, point 1.4.61.

{*) 1996 General Report, point 739.
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International forums

United Nations Conference on Trade and Development (Unctad)

765. Unctad continued to implement the institutional reforms approved
at its conference in Midrand, South Africa, in 1996 (!). The Commission
participated fully in this work and played a particularly active role in
the annual meeting of the Trade and Development Board and its com-
mittees, which discussed globalisation, competitiveness, investment, com-
petition and the future of the least developed countries.

United Nations Food and Agriculture Organisation (FAQ)

766. A member of the FAO since 1991 (?), the Community continued
to take part in all the agency’s activities. It presented a follow-up report
on the application of the action plan adopted at the World Food Sum-
mit in 1996 (3) and was also a driving force in the negotiations for
international agreements under the aegis of the FAO, in particular the
agreement on prior informed consent signed in September (— point
489).

World Food Programme (WFP)

767. Products allocated to the WFP by the European Union in 1998
were worth ECU 100 million, which corresponds to over 250 000
tonnes of food products, including 217 500 tonnes of cereals.

United Nations Educational, Scientific and Cultural Organisation
(Unesco)

768. The Community financed Unesco education projects as part of
rehabilitation programmes in the ACP countries, notably in the Nugal
region of Somalia.

(1 1996 General Report, point 742.
(3} Twenty-fifth General Report, point 994.
(*) 1996 General Report, point 746.
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EC Investment Partners (ECIP)

769. Under Regulation (EC) No 213/96 on the implementation of the
EC Investment Partners financial instrument ('), ECU 28.4 million was
allocated to schemes designed to promote investments of mutual interest,
notably in the shape of joint ventures between Community and devel-
oping country operators. The Economic and Social Committee adopted
an own-initiative opinion on 1 July on EC instruments for investment
support in third countries, recommending that they be incorporated into
a world strategy (2).

Cooperation through non-governmental organisations (NGOs) and
decentralised cooperation

770. On 17 July the Council adopted two regulations giving a legal
basis to the budget headings on cooperation with NGOs (Table II) and
decentralised cooperation (Table II). Appropriations earmarked for those
forms of cooperation amounted in 1998 to ECU 180 million and ECU
4 million respectively, and paid for 695 cooperation projects with NGOs
(of which 538 in developing countries, 142 public awareness campaigns
in Europe) and 15 decentralised cooperation projects. On 17 March the
Commission adopted its 1996 annual report on cooperation with
NGOs (3).

Protecting the environment

771. Projects worth ECU 16.2 million to protect the environment in
the developing countries were implemented under Regulation (EC)
No 722/97 (*), and 34 projects for the conservation of tropical forests
were funded in Brazil, India, Mexico and elsewhere to a value of ECU
45.2 million.

OJ L 28, 6.2.1996; 1996 General Report, point 754.
O] C 284, 14.9.1998; Bull. 7/8-1998, point 1.4.62.
COM(1998) 127; Bull. 3-1998, point 1.3.45.
O] 1.108, 25.4.1997; 1997 General Report, point 828.

N

GEN. REP. EU 1998



266 ROLE OF THE UNION IN THE WORLD V-4

Aid for population policies and programmes

772. Pilot schemes and research activities worth ECU 8 million were
funded under Regulation (EC) No 1484/97 on aid for population poli-
cies and programmes in the developing countries ().

Rehabilitation aid

773. ECU 73.4 million was granted under Regulation (EC) No 2258/
96 (2) on rehabilitation and reconstruction operations in the developing
countries, of which ECU 53 million for ACP countries, ECU 5.8 million
for Asian and Latin American countries and ECU 14.6 million for coun-
tries in central Asia and the Caucasus. The priorities remained health,
basic infrastructure, the revival of agricultural production and economic
and social reintegration. The Commission carried out an evaluation of
operations in previous years which confirmed their overall effectiveness
but also revealed the need to increase the participation of women and
NGOs and improve coordination.

Food aid and food security

774. The appropriations available in the 1998 budget for food and
food security operations in developing countries amounted to ECU 530
million, of which ECU 412 million for the purchase of products and for
support schemes and the foreign currency facility, and ECU 118 million
for logistics. The Commission also made a special food aid allocation of
ECU 77 million for the countries affected by El Nifio. The breakdown
of this aid is given in Table 17.

Aid for refugees

775. Two assistance schemes for refugees, returnees and displaced per-
sons, one in Liberia and the other in Guinea, were approved under Arti-
cle 255 of the fourth Lomé Convention, for a total of ECU 2.5 million.
Since the Convention entered into force, 75 schemes have been approved
under Article 255 for a total of ECU 88 million.

(MY QJ L202, 30.7.1997; 1997 General Report, point 805.
() O] L 306, 28.11.1996; 1996 General Report, point 761.
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Section §

Humanitarian aid

776. Responding to crisis situations wherever they occurred, the Euro-
pean Union was once again the world’s leading donor of humanitarian
aid. In financial terms, Bosmia and Herzegovina and Africa’s Great
Lakes region remained the main spheres of operations. Acting through
ECHO, the European Community Humanitarian Office, the Commis-
sion continued to streamline procedures to make aid more effective and
its activities more consistent.

Overall strategy

777. 1In line with the approach set out in its 1996 communication (),
the Commission developed the linkage between emergency aid, rehabili-
tation and development, setting up a number of inter-departmental task
forces. With the accent on coordination not only among its own depart-
ments but also with Member States, other leading donors and interna-
tional and non-governmental organisations, it strengthened links with
UN agencies, both in crisis situations and in overall planning, and devel-
oped its dialogue and cooperation with the Western European Union
(— point 703). In a resolution adopted on 16 January(*) on Special
Report No 2/97 of the Court of Auditors (*), Parliament called on the
Commission to make full use of its powers of initiative for coordination.

778. Man-made disasters continued to account for the majority of situ-
ations in which the Commission took action through ECHO, which con-
centrated on meeting the immediate needs of victims while seeking to
reduce tension between factions to prevent crises from worsening and
allow short-term reconstruction. Besides cases of open warfare, ECHO
operated in many situations of chronic humanitarian need or simmering
unrest. Where a country’s overall structures and infrastructure were
shaky, Commission humanitarian aid in the form of medical pro-
grammes, rehabilitation of health-care infrastructure and mine-clearance
was targeted on the most vulnerable. ECHO also stepped in with assist-
ance in a number of neglected crises (Iraq, Afghanistan, southern Sudan,
Liberia, Somalia and Sierra Leone) from which other donors had with-

('y COM(96) 153; 1996 General Report, point 769.
(%) Q] C 34, 2.2.1998; Bull. 1/2-1998, point 1.4.58.
(*) 1997 General Report, point 8§40.
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drawn. Ms Bonino visited Sierra Leone and southern Sudan herself. The
Commission continued to fund short-term aid and rehabilitation pro-
grammes for refugees and displaced persons.

779. Following the approach laid down in 1996 ('), the Commission
also financed the first disaster prevention and preparedness action plans
(Dipecho) in south-east Asia, Bangladesh, Central America and the Car-
ibbean, for which funding totalled ECU 6.9 million. It also financed
individual projects in other parts of the world and studied the feasibility
of extending Dipecho to them (ECU 1.1 million).

780. 1In addition to regular and ad hoc evaluations of operations, the
Commission continued its overall evaluation of humanitarian aid granted
in the periods 1991-96 (?) and from 1996 onwards under Regulation
(EC) No 1257/96 (®), and started looking into the use of performance
indicators. On 13 March it adopted a new model designed to simplify
the framework partnership contract and make it more flexible while
maintaining an adequate level of control (*). On 14 May the Commis-
sion adopted a working paper on security for relief workers and
humanitarian space (*) and organised a seminar on the subject in Lisbon
in March together with the International Committee of the Red Cross.
Another seminar was held in London in April on the subject of humani-
tarian ethics. In the area of education and training, ECHO continued to
support the humanitarian aid diploma run by NOHA (Network on
Humanitarian Assistance) (°) under the Socrates programme (— points
327 et seq.), for which it financed the publication of teaching mod-
ules () and various training programmes of interest to its partners. In
the interests of visibility and transparency, ECHO also launched a
number of publicity campaigns (e.g. ‘A flower for the women of Kabul’)
in close cooperation with the Member States and its partners and
awarded the third ECHO prize for the best television or radio report on
humanitarian action. Other events sponsored by ECHO included debates
in various EU capital cities, exhibitions on themes such as ‘Artists at
war’ or anti-personnel mines, ‘Children of War’ day and a ‘European
Solidarity’ festival in Barcelona. It continued publication of the ECHO
Annual Review, ECHO News magazine and the ECHO Files reports on
specific crises.

(1) 1996 General Report, point 770.

(3} 1997 General Report, point 838.

(*) OJ L 163, 2.7.1996; 1996 General Report, point 768.

(*) Bull. 3-1998, point 1.3.47,

(%) SEC(1998) 797; Bull. 5-1998, point 1.3.5.

(¢) 1994 General Report, point 982.

(7) Obtainable from the Office for Official Publications of the European Communities.
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781. On 15 July the Commission adopted its 1997 annual report on
humanitarian aid ().

Humanitarian aid operations (?)

782. Over the year the Commission granted a total of ECU 517 mil-
lion in humanitarian aid through ECHO. Added to aid from the Mem-
ber States, this figure once again made the European Union the world’s
top humanitarian aid donor. Much of the aid went to refugees and dis-
placed persons, especially in Africa’s Great Lakes region.

783. The Commission gave a total of ECU 123.1 million in humani-
tarian aid to former Yugoslavia, most of it (ECU 88 million) to Bosnia
and Herzegovina where the focus of aid has gradually shifted to rehab-
ilitation and reconstruction so as to enable the return of refugees and
displaced persons. Aid for returning refugees continued in Croatia (ECU
6.6 million), while the Red Cross took over responsibility for direct food
aid. An emergency response was mounted to deal with displaced persons
in Kosovo (ECU 17.5 million), which Ms Bonino visited in August (3).
The remainder of the aid to the Federal Republic of Yugoslavia (ECU
7.5 million) was mainly targeted at refugees from Croatia and Bosnia
and Herzegovina.

784. A total of ECU 11 million in humanitarian aid was granted to
Albania (for the health system and the most vulnerable sections of the
population), including ECU 1.5 million for Kosovar refugees. ECHO
also provided help for the most vulnerable sections of the population in
Bulgaria (ECU 1.5 million), those affected by flooding in Romania (ECU
1 million) and Slovakia (ECU 500 000) and the victims of earthquakes
in Turkey (ECU 500 000).

785. In the Mediterranean and the Middle East, ECHO provided ECU
17.2 million in food aid to Sahrawi refugees in Algeria, who still depend
on international aid despite the prospects for a new repatriation plan.
Other operations included ECU 6 million in medical aid to Palestinians
in the Occupied and Autonomous Territories, ECU 1 million for Pales-
tinian refugees in Jordan and ECU 600 000 for those in Syria, ECU 4.3
million, mainly in medical aid, for Lebanon’s poor (including Palestinian

(') COM(1998) 448; Bull. 7/8-1998, point 1.4.68.
(2) For details, see monthly tables in the Bulletin of the European Union (humanitarian aid sec-
tion) and the 1997 annual report on humanitarian aid.

(%) Bull. 7/8-1998, point 1.4.69.
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refugees) and ECU 1.57 million in aid to Yemen’s health sector. Opera-
tions to provide nutritional support to children, relief to victims of anti-
personnel landmines and assistance for the rehabilitation of the medical/
health sector were launched under an ECU 14 million aid plan for Iragq.

786. Humanitarian aid to the independent States of the former Soviet
Union totalled ECU 33.3 million. In central Asia, ECHO was mainly
involved in Tajikistan (ECU 16.7 million to civil war victims) and Kyr-
gyzstan (ECU 1.8 million). Humanitarian aid to Armenia (ECU 1.6 mil-
lion), Azerbaijan (ECU 4.5 million) and Georgia (ECU 6.5 million) was
increasingly replaced by rehabilitation and development aid better suited
to their needs, although ECU 500 000 was granted in emergency aid
following the ecarthquake in Azerbaijan. ECU 900 000 went to Russia
but operations were hampered by the worsening security situation in the
North Caucasus, although ad hoc activities (including anti-tuberculosis
campaigns) were organised elsewhere in the country. Relief for victims of
the Chernobyl disaster in Ukraine (ECU 300 000) and Belarus (ECU
300 000) also continued.

787. In Asia, ECHO provided ECU 19.8 million for victims of the war
and natural disasters in Afghanistan although some aid was suspended
as humanitarian operations could not be carried out in Kabul. Other
operations included: ECU 8.45 million for flood victims in Bangladesh;
ECU 1.2 million for displaced persons and flood victims in Burma
(Myanmar); ECU 10 million for victims of fighting in Cambodia; ECU
4.73 million for victims of natural disasters in China; ECU 4.66 million
for victims of the humanitarian crisis in North Korea; ECU 500 000 for
drought victims in India; ECU 1.4 million for flood victims in India and
Nepal; ECU 2.5 million for those affected by fires and drought in the
Irian Jaya region of Indonesia; ECU 890 000 for drought victims in
Laos; ECU 1.7 million to victims of the drought and of typhoon Babs in
the Philippines; ECU 1 million for the victims of civil war in Sri Lanka;
ECU 4.6 million for Burmese refugees and displaced persons in Thai-
land; and ECU 1.1 million to help the victims of four typhoons in Viet-
nam. A further ECU 1 million went to help tackle an epidemic of den-
gue fever in Cambodia, Laos, the Philippines and Vietnam.

788. In Latin America, following disasters due to El Nino, ECHO
granted ECU 2.104 million to Ecuador, ECU 2.94 million to Bolivia,
ECU 200 000 to Venezuela, ECU 1 million to Brazil, ECU 1 million to
Argentina and Paraguay, ECU 300 000 to Uruguay and ECU 4.354 mil-
lion to Peru. The figure for Peru included relief for those displaced by
terrorism. Aid for displaced persons also went to Colombia (ECU 6.874
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million), Mexico (ECU 2.25 million) and Guatemala (ECU 1.41 million
for returnees from Mexico). Humanitarian relief to Cuba continued
(ECU 9 million in health and food aid), while grants of ECU 1.56 mil-
lion and ECU 1.385 million were made to Nicaragua and Honduras
respectively, to help prevent epidemics among vulnerable groups. A total
of ECU 16.3 million was also allocated to help victims of hurricane
Mitch in the Central American countries of Guatemala, Honduras, Nica-
ragua and El Salvador, visited by Ms Bonino in November ().

789. Humanitarian aid to the African, Caribbean and Pacific countries
totalled more than ECU 162 million. The largest allocations were ECU
76 million for the Great Lakes region (Rwanda, Burundi, Tanzania,
Congo-Brazzaville and the Democratic Republic of the Congo), more
than ECU 18 million for Angola and ECU 36.8 million for Sudan where
an acute food crisis started in June. ECHO also allocated aid to Ethio-
pia (ECU 2.6 million in food aid via the World Food Programme) plus
a further ECU 5.64 million for the Ethiopia-Eritrea crisis, Somalia (ECU
4 million) and Guinea-Bissau (ECU 2.8 million). Guinea and Liberia
received ECU 2.7 million and ECU 760 000 respectively, to aid refugees
from Sierra Leone, while ECU 6.5 million went to Sierra Leone itself to
help displaced persons. Chad and Liberia received ECU 1.15 million and
ECU 200 000 respectively, to tackle epidemics of cholera and meningitis,
while ECU 1.1 million went to Madagascar to fight locusts. A total of
ECU 175 000 went to Papua New Guinea, Kenya, Somalia and Mozam-
bique following flooding caused by El Nifio. Mali received ECU 5 mil-
lion and Niger ECU 2 million from ECHO for the final phase of a
programme designed to resettle Tuareg and Moor returnees and local
people and help them gear up to development activities. ECHO Flight
kept up its airborne operations in the Horn of Africa and extended its
coverage to West Africa.

(1) Bull. 11-1998, point 1.3.44.
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Section 6

European Economic Area, relations with the
EFTA countries

European Economic Area (EEA)

790. The EEA Council met on 9 June (') and on 6 October (?) in Lux-
embourg. In addition to the functioning of the EEA Agreement (includ-
ing the EEA financial mechanism (?), issues relating to Furopean integra-
tion and EU enlargement were also discussed. The results of scrutinising
the acquis in the applicant countries received special attention. The Joint
Parliamentary Committee met in Vaduz (Liechtenstein) in May and in
Luxembourg in November.

791. Significant progress was made with incorporating the Community
acquis into the EEA, particularly in the veterinary field (in which around
650 instruments were incorporated into the agreement). Liechtenstein
continued to apply the EEA safeguard clause on the free movement of
persons ().

Relations with the EFTA countries

792. The bilateral negotiations with Switzerland on the free movement
of persons, research, public procurement, agriculture, transport (land and
air) and mutual recognition of conformity assessment ended in 1998,
and received the overall agreement of the Council on 10 December (°).
The conclusion of these seven agreements (which was welcomed by the
Vienna European Council (°) will add considerably to EU-Swiss coopera-
tion and revive the process of building closer relations following Swit-
zerland’s rejection of EEA membership in 1992 (°).

793. The agreement on free movement of persons (Table III) will give
EU and Swiss citizens access to the labour market and non-discrimina-
tory right of establishment. Once a transitional period has elapsed, EU

) Bull. 6-1998, point 1.4.68.
) Bull. 10-1998, point 1.3.56.
) The Commission published its annwal report on the EEA financial mechanism
(COM(1998) 758) in December.
) 1997 General Report, point 868.
) Bull. 12-1998.
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citizens will have the right to work and settle in Switzerland under the
same rules that apply in the EU. The agreement on research (Table III)
provides for Switzerland to participate fully in the fifth framework pro-
gramme (— points 285 et seq.), making a financial contribution in pro-
portion to its GNP. The two parties also agreed to reciprocal liberalisa-
tion in public procurement, with Switzerland having to set up an
independent surveillance authority and introduce appeal facilities equiva-
lent to those operating in the EU (Table III). The agreement on agricul-
ture (Table III) provides preferential access to the Swiss market for many
EU goods. The agreement on land transport provides for Switzerland to
increase the current 28-tonne weight limit for trucks on Swiss roads
gradually to 40 tonnes, in tandem with steps to encourage rail transit
across the Alps. The agreement on air transport extends Europe’s skies
to Switzerland, introducing unlimited traffic rights between any EU air-
port and any Swiss airport. Switzerland will also apply EU competition
rules (Table II). The agreement on mutual recognition of conformity
assessment will make trade much easier (Table III).

794. The Joint Committee set up by the free-trade agreement with
Switzerland () met in October. In July the Council authorised the Com-
mission to negotiate the terms for the participation of Norway and Ice-
land in the implementation and development of the Schengen acquis
(— point 975). On 25 November the Commission adopted a communi-
cation on the northern dimension of the European Union (— point 877).

(1) 1995 General Report, point 198.
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Section 7

Enlargement

795. In line with the decisions taken at the Luxembourg European
Council () to launch the enlargement process, the first meeting of the
European conference was held in March. The accession process for the
10 applicant countries of central Europe and Cyprus also got under way
in March, as did the negotiations with Cyprus, Hungary, Poland, Esto-
nia, the Czech Republic and Slovenia.

796. The first meeting of the European conference, which brings
together the Member States of the European Union and those European
States aspiring to accede to it and sharing its values and objectives, took
place in London on 12 March (?). It was attended at Head of State or
Government level by the 15 Member States, the Commission (repre-
sented by Mr Santer), Cyprus and the 10 applicant countries of central
Europe. Turkey had been invited to participate, but had declined. It was
agreed that the priority areas to be addressed by the conference would
be transnational organised crime, the environment, foreign and security
policy, competitive economies and regional cooperation. There was a
subsequent first ministerial-level meeting in Luxembourg on 6 Octo-
ber (*) which focused on the fight against organised crime, the environ-
mental aspects of regional cooperation and the situation in Kosovo.
Apart from the 15 Member States, the Commission, Cyprus and the
other 10 applicant countries, this meeting was also attended by Switzer-
land. The Vienna European Council in December reiterated the invita-
tion to Switzerland to become an associate member of the conference (*).

797. The accession process for the 10 applicant countries of central
Europe and Cyprus was launched in Brussels on 30 March at a meeting
that brought together the foreign ministers of the 15 Member States and
the 11 applicant countries. Mr Van den Broek represented the Commis-
sion (°).

798. On 31 March, also in Brussels, six bilateral ministerial meetings
were held to mark the start of accession negotiations with Cyprus, Hun-

('Y 1997 General Report, point 865; Bull. 12-1997, points 1.3 and Lé6.
() Bull. 3-1998, point 1.3.50.

(*) Bull. 10-1998, point 1.3.53.

() Bull. 12-1998,

() Bull. 3-1998, point 1.3.51.
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gary, Poland, Estonia, the Czech Republic and Slovenia (). In each meet-
ing the EU set out the basis of the negotiations: the acceptance and
effective implementation by the applicants of the acquis communautaire
(established Community law and practice) at the time of accession —
though certain technical adjustments and, in exceptional cases, transi-
tional measures could be negotiated.

799. On 3 April the Commission embarked on a screening of the
acquis, which was divided up for the purpose into 31 chapters. This
exercise was conducted in parallel with the six countries with which
negotiations had been formally opened on 31 March, and with the five
with which negotiations had not yet been started (Bulgaria, Latvia,
Lithuania, Romania and Slovakia). The main aim of the multilateral
approach taken with the second group is to explain the acquis to facili-
tate its incorporation into the countries’ legislation in preparation for
later negotiations. The screening exercise with Cyprus, Hungary, Poland,
Estonia, the Czech Republic and Slovenia also involves joint briefing ses-
sions on the content of the acquis, but these are followed up with bilat-
eral sessions aimed at identifying, for each of the six, those aspects that
pose difficulties in terms of acceptance or implementation. This should
help with the smooth running of the actual negotiations.

800. On the basis of a progress report on the screening presented by
the Commission on 30 September (?), the Council decided on 5 Octo-
ber (*) to convene accession conferences at ministerial level (*) in order
to get down to negotiations with Cyprus, Hungary, Poland, Estonia, the
Czech Republic and Slovenia on those chapters that had already been
covered. The meetings took place on 10 November and involved discus-
sions on science and research, telecommunications and information tech-
nology, education and training, culture and the audiovisual media, indus-
trial policy, small and medium-sized enterprises and the common foreign
and security policy. It was agreed that for three chapters (science and
research, education and training, SMEs) further negotiations with the
central European countries were not necessary at this stage; the same
applied to Cyprus for five chapters (the three aforementioned, plus cul-
ture and the audiovisual media and industrial policy). The applicant
countries made a number of requests for transitional periods for certain
aspects of the chapters on telecommunications (Cyprus, Hungary and
Poland), industrial policy (Hungary) and the audiovisual media (Czech

(Y Bull. 3-1998, point 1.3.52.
(2) Bull. 9-1998, point 1.3.58.
(*) Bull. 10-1998, point 1.3.52.
(*} Bull. 11-1998, point 1.3.50.
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Republic and Slovenia). The Vienna European Council in December wel-
comed the positive start to the negotiations proper (1).

801. Under the enhanced pre-accession strategy defined by the Luxem-
bourg European Council (2), accession partnerships were established with
the 10 central European countries (— point 806). In addition, a pre-
accession pact on organised crime was adopted with these 10 countries
and with Cyprus (= point 976), and two joint meetings between the
Ministers for Justice and Home Affairs of the 11 applicant countries and
the 15 Member States were held in Brussels in May (*) and Septem-
ber (). On 13 October the Council authorised the Commission to nego-
tiate additional protocols to the association agreements with the 11
applicants so that they could be involved in the fifth framework pro-
gramme for research and technological development (Table III). For its
part, the Economic and Social Committee announced on 25 March that
it intended to organise annual hearings with economic and social interest
groups in the applicant countries (*). Further information on the imple-
mentation of the pre-accession strategy with the central European coun-
tries and with Cyprus can be found later in this chapter, in Section 8
(‘Countries of central Europe’ and Section 9 ‘The Mediterranean and the
Middle East’) (=  points 806 et seq. and 830 et seq.).

802. On 4 March the Commission outlined its initial approach for
implementing a strategy to prepare Turkey for accession by bringing it
closer to the EU in all spheres. It also adopted, on 21 October, propos-
als for regulations to deepen customs union between the Community
and Turkey and to implement measures promoting the country’s econ-
omic and social development (— point 836).

803. Malta reactivated its membership application on 10 September,
and on 5 October the Council invited the Commission to update the
opinion it had originally issued in 1993 (— point 835).

804. On 4 November the Commission approved evaluation reports
plus a more general composite paper on the progress made by each of
the applicant countries towards accession (¢). In accordance with the

) Bull. 12-1998.

) 1997 General Report, point 865; Bull. 12-1997, point 1.5. 11-22.

) Bull. 5-1998, point 1.3.59.

) Bull. 9-1998, point 1.3.59.

) O] C157, 25.5.1998; Bull. 3-1998, point 1.3.53.

) COM(1998) 700 to 712; Bull. 11-1998, point 1.3.49; Bull. 12-1998; Supplements 4/98 to
16/98 — Bull.
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conclusions of the Cardiff Council in June (1), these reports cover the 10
central European countries, Cyprus and Turkey. The report on Turkey is
based on Article 28 of the association agreement and on the conclusions
of the Luxembourg European Council (2). The Commission noted differ-
ing degrees of progress in the applicant countries. It saw no need to
make recommendations on how the negotiations should be conducted or
whether they should be extended but it drew attention to the notable
progress made by Latvia — with which it should be possible to propose
starting negotiations before the end of 1999 if the pace of reform were
maintained — and by Lithuania. The Commission also suggested that
the new situation in Slovakia following the elections there meant that
negotiations could probably start once it was clear that the country met
the political and economic criteria. On the other hand, it detected a
worrying slowdown in the rate at which the acquis was being trans-
posed and applied in the Czech Republic and Slovenia. The reports were
received favourably by the Council on 7 December (?), and by the
Vienna European Council (*). For its part, Parliament adopted resolu-
tions on 3 December on the membership applications of Bulgaria,
Latvia, Lithuania, Romania and Slovakia, and on the situation in those
countries (*).

Bull. 6-1998, point 1.21. 64.
Bull. 12-1997, point Lé6.
Bull. 12-1998.
OJ €398, 21.12.1998; Bull. 12-1998.

Bow N
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Section 8

Relations with central European countries

Priority activities and objectives

805. In line with the decisions taken at the Luxembourg European
Council in December 1997, the process of accession of the 10 applicant
countries of central Europe was launched in March and accession nego-
tiations with Hungary, Poland, Estonia, the Czech Republic and Slovenia
opened in the same month (— points 795 et seq.). In parallel, the
accession partnerships — the central element of the enhanced pre-acces-
sion strategy defined by the Council — were established, and the instru-
ments for the reinforcement of pre-accession assistance were determined.
More Community programmes were opened up to the countries of cen-
tral Europe.

Pre-accession strategy (")

Accession partnerships

806. On 16 March the Council defined the overall framework for the
accession partnerships (Table II). These partnerships, a fundamental part
of the enhanced pre-accession strategy adopted at Luxembourg (?), aim
to mobilise within a single framework all the forms of assistance to the
applicant countries of central Europe. On this basis, the Council adopted
on 30 March the 10 decisions () establishing the principles and priori-
ties, intermediate objectives and conditions of each of the 10 partner-
ships, while the Commission presented the detailed content(*). Each
partnership establishes specific priorities and intermediate objectives, sets
out the main instruments of technical and financial assistance and pro-
gramming details, and contains arrangements on conditionality (accord-

(') For information on the European Conference, the launch of the accession process, the opening
and subsequent course of the negotiations, the screening of the acquis communautaire and the
Commission’s evaluation of the progress made by the applicant countries on the way to acces-
sion, sce Section 7 (‘Enlargement’) of this chapter (— points 795 et seq.).

(3} 1997 General Report, point 865; Bull. 12-1997, point L5.

(*)  Council Decisions 98/259/EC to 98/268/EC (O] L 121, 23.4.1998; Bull. 3-1998, point 1.3.66).

(*) Bull. 3-1998, point 1.3.67.
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ing to progress made in meeting the criteria established by the Copen-
hagen Council ('), monitoring and review.

807. To back up these partnerships and support the applicant coun-
tries, on 31 March the Commission adopted a communication on meas-
ures in the nuclear sector which also applied to the new independent
States (— point 538). Communications were also adopted on the
restructuring of the steel industry (7 April) (2) and on environmental
aspects of the accession strategies (20 May) (3). In the latter, approved in
outline by the Council on 24 September (4), the Committee of the
Regions on 19 November (*) and the Economic and Social Committee
on 2 December (¢), the Commission stressed that complete integration of
the environmental acquis would be one of the biggest challenges of
accession for the central European applicants. It laid down priority areas
for the approximation process in this field and described the contribu-
tion that EU instruments and assistance programmes could make.

Europe Agreements

808. The Europe Agreements with Estonia, Latvia and Lithuania came
into force on 1 February (Table II). The Council concluded the Europe
Agreement with Slovenia on 21 December (Table III). Tt also concluded
protocols adapting the Europe Agreements to take account of the acces-
sion of Austria, Finland and Sweden to the EU, and of the results of the
Uruguay Round. The Estonia, Latvia and Lithuania protocols were con-
cluded on 18 May (Table III), the Romania and Slovakia protocols on 5
October (Table III) and those for Hungary and the Czech Republic on
22 October (Table III). A veterinary and phytosanitary protocol to the
agreement with the Czech Republic was signed in July and came into
force on 20 August (Table III).

809. The Association Councils set up by these agreements took several
decisions enabling the central European countries to take part in Com-
munity programmes — specifically, allowing Romania to participate in
the financial instrument for the environment (LIFE); Bulgaria, Estonia,
Hungary, Latvia, Lithuania, Poland, the Czech Republic and Romania in
Community programmes in the ficld of culture; Poland, Slovakia, Esto-

) Twenty-seventh General Report, point 646; Bull. 6-1993, point L.13.
) COM(1998) 220; Bull. 4-1998, point 1.3.39.
) COM(1998) 294; Bull. 5-1998, point 1.3.63.
) Bull. 9-1998, point 1.3.63.
) Bull. 11-1998, point 1.3.54.
} Bull. 12-1998.
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nia, Latvia, Lithuania and the Czech Republic in education, training and
youth programmes; Bulgaria in the programme for youth; Hungary in
the equal opportunities programme and four programmes in the field of
public health; Bulgaria and Estonia in some of these public health pro-
grammes; Bulgaria, Estonia, Hungary, Poland, the Czech Republic,
Romania and Slovakia in programmes for SMEs, and Bulgaria, Poland,
the Czech Republic and Slovakia in the programme promoting the effi-
cient use of energy (SAVE II) (Table II).

810. Meetings of the Association Councils and Committees and of the
Parliamentary Association Committees also set up by the Europe Agree-
ments are covered in the subsection ‘Bilateral relations® (— points 816 et
seq.) in this section. The remit of these bodies was broadened to include
the monitoring of the partner countries’ progress in implementing the
accession partnerships.

Financial and technical assistance

811. As part of Agenda 2000, the Commission adopted three proposals
on 18 March which were designed to step up pre-accession aid, in line
with the recommendations of the Luxembourg FEuropean Council (*).
The proposed regulations would establish an instrument for structural
policies for pre-accession (ISPA) and an agricultural pre-accession instru-
ment and coordinate them with the PHARE programme (— point 7).

812. On 15 June the Commission laid down guidelines(?) for the
implementation of the PHARE programme (?) in 1998 and 1999. They
follow the course charted in 1997 (*) and take account of the enhanced
pre-accession strategy set out in Agenda 2000 and the priorities and
principles identified in the accession partnerships. All PHARE activities
in the applicant countries will be harnessed to the pre-accession require-
ments identified in the partnerships, with 30 % of the aid going to insti-
tution-building (with a new emphasis on twinning agreements between
institutions in Member States and partner countries) and 70 % to instru-
ments for reducing sectoral, regional and structural imbalances in the
applicant countries” economies. The new guidelines should also rational-
ise implementation and speed up the execution of PHARE operations.

') 1997 General Report, point 865; Bull. 12-1997, point LS.

2} SEC(1998) 1012; Bull. 6-1998, point 1.4.72.

3} Twenty-third General Report, point 786; 1997 General Report, points 882 et seq.
*) COM(97) 112; 1997 General Report, point 882.
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813. 1998 saw the creation of new instruments under PHARE. These
included a large-scale infrastructure facility, a support mechanism for
SMEs, a catch-up facility for the five countries yet to start negotiations,
and a special programme to prepare the ground for EU structural poli-
cies. The Commission also agreed with the World Bank and the EBRD
(— points 94 et seq.) that their aid to the central European countries
should henceforth focus on preparations for accession.

814. The total PHARE budget for 1998 rose to ECU 1 308.4 million.
The operations financed (in million ECU) were:

— national programmes: 579.5, of which Albania 30.5; Bulgaria 68;
Czech Republic 27; Estonia 21; Hungary 77; Latvia 21; Lithuania
32; Poland 125; Romania 117; Slovakia 50; Slovenia 10;

— cross-border cooperation: 180;
— multi-country programmes 349.7;

— rehabilitation of former Yugoslavia: 150;
— other 49.2.

815. On 24 March the Commission adopted its annual report on the
PHARE programme for 1996 ('). The Technical Assistance Information
Exchange Office (TAIEX) (?) developed its range of services to the cen-
tral European countries.

Bilateral relations

816. The EC-Bulgaria Association Committee and Association Council
met in Brussels on 1 and 27 October respectively (3). The Joint Parlia-
mentary Committee convened in Sofia from 28 to 30 June. The Bulgar-
ian President, Mr Petar Stoyanov, visited the Commission on 8 July (),
followed by the Prime Minister, Mr Ivan Kostov, on 8 October (%). Ms
Gradin went to Bulgaria in April (°), and Mr Van den Broek in Septem-
ber (7).

(1) COM(1998) 178; Bull. 3-1998, point 1.3.73.
(%) 1996 General Report, point 797.

(*) Bull. 10-1998, point 1.3.67.

(*) Bull. 7/8-1998, point 1.4.78.

{(*) Bull. 10-1998, point 1.3.68.

(°) Bull. 4-1998, point 1.3.45.

(7) Bull. 9-1998, point 1.3.72.
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817. The first meeting of the Association Council with Estonia was
held in Brussels on 23 February ('). The Association Committee met on
11 June, also in Brussels. The Joint Parliamentary Committee met in
Brussels on 27 and 28 April and in Tallinn on 3 November. Mr Flynn
and Mr Fischler visited Estonia in March (?) and May (?) respectively.

818. The EC-Hungary Association Council met in Luxembourg on 10
November (*), the Association Committee having met earlier in Brussels,
on 22 January. The Joint Parliamentary Committee met in Budapest
from 25 to 27 February and in Brussels on 21 and 22 September. The
new Hungarian Prime Minister, Mr Viktor Orban, visited the Commis-
sion on 24 July (°) and Mr Van Miert went to Hungary in October (°),
tollowed by Mr Fischler in November (7).

819. The first Association Council meeting with Latvia was held on 23
February (1) in Brussels, and the Association Committee met, also in
Brussels, on 28 May. The Joint Parliamentary Committee convened in
Riga on 2 and 3 June. Mr Van den Broek visited Latvia in July (¥).

820. The first meeting of the EC-Lithuania Association Council took
place in Brussels on 23 February (!). The Association Committee met in
Brussels on 25 June and the Joint Parliamentary Committee in Vilnius
on 21 and 22 September. Mr Yaldas Adamkus, the Lithuanian President,
and Prime Minister Gediminas Vagnorius visited the Commission in
April (°) and October (1°) respectively. Ms Bjerregaard went to Lithuania
in March (') and Mr Van den Broek in July ('%).

821. The EC-Poland Association Council met in Brussels on 10
November (13), preceded by a meeting of the Association Committee on
4 March. The Joint Parliamentary Committee met in Brussels on 20 and
21 January and on 25 and 26 November, and in Warsaw from 22 to 24
June. Prime Minister Jerzy Buzek visited the Commission on 15 Octo-

) Bull. 1/2-1998, point 1.4.67.
) Bull. 3-1998, point 1.3.74
) Bull. 5-1998, point 1.3.70.
) Bull. 11-1998, point 1.3.66.
) Bull. 7/8-1998, point 1.4.79.
} Bull. 10-1998, point 1.3.69.
) Bull. 11-1998, point 1.3.69.
) Bull. 7/8-1998, point 1.4.80.
) Bull. 4-1998, point 1.3.46.
% Bull. 10-1998, point 1.3.70.
) Bull. 3-1998, point 1.3.75.
} Bull. 7/8-1998, point 1.4.81.
) Bull. 11-1998, point 1.3.67.
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ber () and Mr Monti, Mr Van den Broek, Mr Fischler and Mr Van
Miert all paid visits to Poland — in January (?), February (3), June (%)
and September (°) respectively.

822. The Association Committee and Association Council meetings
with the Czech Republic were held, respectively, on 9 July in Prague and
on 10 November in Brussels (°). The Joint Parliamentary Committee met
in Prague on 19 and 20 March and in Brussels on 12 and 13 October.
The Czech Prime Minister at the time, Mr Josef Tosovsky, visited the
Commission on 28 April and his newly elected successor, Mr Milos
Zeman, came on 29 September (7). There were visits to Prague by Mr
Fischler (in April), Mrs Cresson (in June) (8), Mr Van Miert (in Septem-
ber), Mr Van den Broek (in October) (°) and Mr Bangemann (in Novem-
ber). The Economic and Social Committee adopted an own-initiative
opinion on the Czech Republic on 9 September (1°).

823. The EC-Romania Association Council met in Luxembourg on 28
April (') and on 15 October the Association Committee met in Brussels.
There were meetings of the Joint Parliamentary Committee in Brussels
on 24 and 25 February and in Bucharest on 9 and 10 November. Mr
Radu Vasile, the Romanian Prime Minister, visited the Commission on
20 October ('2). Mrs Wulf-Mathies went to Romania in February (13)
and Mr Van den Broek in September (4).

824. The EC-Slovakia Association Council met in Luxembourg on 28
April (*°). The Joint Parliamentary Committee convened in Brussels on
26 May. The Slovak Prime Minister, Mikulas Dzurinda visited the Com-
mission on 6 November('®). Mr Bangemann, Mr Van den Broek and
Ms Gradin all visited Slovakia — in March, June ('7) and July respec-

) Bull. 10-1998, point 1.3.71.

) Bull. 1/2-1998, point 1.4.70.
) Bull. 1/2-1998, point 1.4.71.
) Bull. 6-1998, point 1.4.74.
) Bull. 9-1998, point 1.3.73.
) Bull. 11-1998, point 1.3.68.
) Bull. 9-1998, point 1.3.74.
) Bull. 6-1998, point 1.4.75.
) Bull. 10-1998, point 1.3.72.
%) O] C407, 28.12.1998; Bull. 9-1998, point 1.3.64.
) Bull. 4-1998, point 1.3.42.
2) Bull. 10-1998, point 1.3.73.

) Bull. 1/2-1998, point 1.4.72.
4) Bull. 9-1998, point 1.3.75.
) Bull. 4-1998, point 1.3.43.
) Bull. 11-1998, point 1.3.70.
) Bull. 6-1998, point 1.4.76.
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tively. Parliament adopted two resolutions on Slovakia on 12 March (1)
and 8 October (%), and the Economic and Social Committee adopted an
own-initiative opinion on 9 September (3).

825. The Joint Cooperation Committee with Slovenia met on 12 Feb-
ruary. Ms Gradin (*) and Mr Monti (°) (in May), Mr Flynn () (in July),
Mr Fischler (in October) and Mr Bangemann (in November) all visited
Slovenia. The Joint Parliamentary Committee convened in Strasbourg on
14 and 15 December. On 10 August the Council withdrew Slovenia
from the scope of Common Position 96/184/CFSP, which imposes
restrictive measures on arms exports to the former Yugoslavia (7).

Regional cooperation

§26. The Commission took part in the ministerial meeting (June) and
the summit meeting (November) of the Central European Initiative (),
held in Brioni and Zagreb (Croatia) respectively. Mr Santer attended the
meeting of Heads of State or Government of the Council of Baltic Sea
States (CBSS) (7). Mr Van den Broek and Ms Bjerregaard represented the
Commission at the annual ministerial meeting of the CBSS in Nyborg
(Denmark) in June, where the ministers adopted the ‘Baltic 21’ agenda
for sustainable development in the Baltic Sea region. On 25 November
the Commission adopted a communication on the northern dimension of
the EU’s policies (— point 877).

O] C 104, 6.4.1998; Bull. 3-1998, point 1.3.62.
O] C 328, 26.10.1998; Bull. 10-1998, point 1.3.57.
OJ C407, 28.12.1998; Bull. 9-1998, point 1.3.65.
Bull. 5-1998, point 1.3.71.
Bull. 5-1998, point 1.3.72.
Bull. 7/8-1998, point 1.4.82.
Decision 98/498/CFSP (O L 225, 12.8.1998; Bull. 7/8-1998, point 1.4.92).
1996 General Report, point 810.
Bull. 1/2-1998, point 1.4.73.
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Section 9

Relations with the Mediterranean
and the Middle East

Priority activities and objectives

827. The European Union and its Mediterranean partners continued to
develop their partnership in a variety of areas. On the basis of a com-
munication from the Commission the EU set out the measures it
intended to take in support of the Middle East peace process; it also
reviewed its relations with the countries of south-eastern Europe in the
light of conditionality criteria. To coincide with the start of accession
negotiations it stepped up its pre-accession strategy for Cyprus and
began to put into effect the strategy outlined by the Luxembourg Euro-
pean Council to prepare Turkey for accession by bringing it closer to the
Union in every sphere. It also welcomed Malta’s decision to reactivate
its application for membership.

Overall strategy (including follow-up to the Barcelona conference)

828. A Euro-Mediterranean Energy Forum was held in Brussels in May
under the Euro-Mediterranean partnership established by the Barcelona
conference ('), whose importance was reaffirmed by the European Coun-
cil in both June and December (2) (— point 402). A conference of Min-
isters for Culture was held in Rhodes in September and a conference of
Industry Ministers took place in Klagenfurt in October. Preparations for
the third Euro-Mediterranean conference of Foreign Ministers, scheduled
for 1999, were discussed at an ad hoc meeting of ministers in Palermo
in June, while the inaugural meeting of the Euro-Mediterranean Parlia-
mentary Forum took place in Brussels in October. In January the Com-
mission adopted a communication on the Euro-Mediterranean partner-
ship in the transport sector (— point 456); a similar communication on
the partnership and the internal market was adopted in September
(— point 155). In a resolution adopted on 16 September (3), Parliament
advocated stepping up cultural exchanges within the Euro-Mediterranean
partnership and accordingly proposed that a European Averroés Day be

() 1995 General Report, point 839.
(%) Bull. 6-1998, point 1-31; Bull. 12-1998.
{(*) OJ €313, 12.10.1998; Bull. 9-1998, point 1.3.76.
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organised to celebrate the 800th anniversary of the philosopher’s death.
In an earlier resolution on 14 May (!), it called on the Member States to
ratify without delay the Euro-Mediterranean agreements already con-
cluded and demonstrate greater openness, particularly on trade matters,
in the conduct of the negotiations under way and in the implementation
of the agreements so far ratified.

829. Implementation of cooperation projects under the MEDA regula-
tion (%) continued, with a total of ECU 941 million being committed. On
14 September the Commission adopted the report on implementation of
the MEDA programme in 1996-97 (%), in which it was able to state that
all the available commitment appropriations had been utilised. On 7
April the Council adopted Regulation (EC) No 780/98 (Table II) amend-
ing the MEDA regulation as regards the procedure for adopting the
appropriate measures where an essential element for the continuation of
support measures for a Mediterranean partner was lacking (i.e. where a
partner violated democratic principles, the rule of law, human rights or
fundamental freedoms).

Northern Mediterranean

Cyprus

830. Following the decision of the Luxembourg European Council to
start the process for Cypriot membership of the European Union (%),
Cyprus took part in the first European Conference on 12 March, the
meeting of ministers at which the accession process was launched for the
11 candidates (10 central and east European States and Cyprus). On 31
March, the inaugural ministerial meeting of the EU-Cyprus bilateral
intergovernmental accession conference marked the opening of the acces-
sion negotiations proper (analysis of the Community acquis and com-
patibility of Cypriot legislation) (— points 798 et seq.). At the request of
the Luxembourg European Council (°), the President of Cyprus, Mr
Glafkos Clerides, invited representatives of the Turkish/Cypriot commu-
nity to join the Cypriot delegation in charge of the accession negotia-
tions.

("y OJ C167, 1.6.1998; Bull. 5-1998, point 1.3.73.

(*) O] L 189, 30.7.1996; 1996 General Report, point 813.

(*) COM(1998) 524; Bull. 9-1998, point 1.3.97.

(*) 1997 General Report, point 865; Bull. 12-1997, points 1.3 to L5.
(*} Bull. 12-1997, point LS. 28.
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831. On 4 November the Commission adopted an evaluation report on
the progress made by Cyprus towards accession (— point 804).

832. The pre-accession strategy for Cyprus was stepped up to coincide
with the start of the accession negotiations in accordance with the con-
clusions of the Luxembourg European Council (') which proposed, in
particular, that Cyprus should take part in a number of targeted projects
to boost judicial and administrative capacity in the field of justice and
home affairs, avail itself of technical assistance from TAIEX (the Tech-
nical Assistance Information Exchange Office) and participate in certain
Community programmes and agencies. An agreement enabling Cyprus to
participate in the MEDIA 1I audiovisual programme was concluded on 3
November (Table III). Cyprus has been taking part in programmes in the
education field since 1997 (2).

833. In December the European Council confirmed its support for the
efforts of the UN Secretary-General to achieve a comprehensive settle-
ment to the Cyprus problem.

Malta

834. On 5 February the Commission adopted a communication on
future relations between the EU and Malta (?), outlining ways to
strengthen the political and economic ties between the parties in the
light of Malta’s decision in 1996 to suspend its application for EU mem-
bership (*). The EC-Malta Association Council met on 28 April (°) and
the Joint Parliamentary Committee on 1 and 2 April.

835. Following the general election of 5 September, the new Maltese
Government sent a request to the EU Presidency on 10 September for
Malta’s application for EU membership to be reactivated (°), a move
welcomed by Parliament in a resolution adopted on 8 October (7). The
Council called on the Commission on 5 October to update its original
opinion on Malta’s application adopted in 1993 (8).

) Bull. 12-1997, point L5, 22.
) 1997 General Report, point 902.
) Bull. 1/2-1998, point 1.4.88.
) 1996 General Report, point 815; 1997 General Report, point 903.
) Bull. 4-1998, point 1.3.54.
) Bull. 9-1998, point 1.3.57.
) OJ C 328, 26.10.1998; Bull. 10-1998, point 1.3.51.
) Twenty-seventh General Report, point 644,
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Turkey

836. In a communication adopted on 4 March ('), the Commission
outlined operational proposals for implementing the strategy defined by
the Luxembourg European Council (2) to prepare Turkey for accession
by bringing it closer to the EU in all spheres. The proposals envisage
development of the possibilities afforded by the association agree-
ment (), intensification of the customs union (%), and financial coopera-
tion. In June the Cardiff European Council (°) called on the Commission
to implement the strategy and provide the necessary financial backing,
and on 21 October the Commission accordingly adopted two proposals
for regulations (Table 1I), one aimed at intensifying the customs union
through the gradual adoption by Turkey of the Community acquis and
the other implementing measures to promote Turkey’s economic and
social development. The EU strategy on Turkey was the subject of a
Parliament resolution on 3 December (¢).

837. On 4 March the Commission adopted its second report(”) on
progress in relations with Turkey since the entry into force of the cus-
toms union; it confirmed most of the conclusions of the first report (¥)
and was welcomed by Parliament on 17 September (°). Parliament also
adopted a resolution on 16 July following the earthquake in Adana (1°).

838.  On 4 November the Commission adopted an evaluation report on
Turkey’s progress towards accession (— point 804).

South-eastern Europe

839. On 27 April('"), on the basis of a communication presented by
the Commission on 15 April (12), the Council discussed the performance
of the countries of south-eastern Europe (Albania, Bosnia and Herze-
govina, Croatia, the Federal Republic of Yugoslavia and the Former
Yugoslav Republic of Macedonia) in meeting the criteria set out in its